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MUTUAL SECURITY APPROPRIATIONS, 1958 


WEDNESDAY, JULY 17, 1957 


Unitep Srates SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The committee met, pursuant to notice, at 11 a. m., in room F-39, 
the Capitol, Hon. Carl Hayden (chairman), presiding. 

Present: Chairman Hayden, Senators Chavez, Ellender, Robertson, 
Stennis, Pastore, Saltonstall, Young, Mundt, Smith, Dworshak, Dirk- 
sen, and Potter. 


NATIONAL COOPERATION ADMINISTRATION 


STATEMENT OF HON. JOHN FOSTER DULLES, SECRETARY 
OF STATE 


OPENING STATEMENT BY CHAIRMAN 


Chairman Hayprn. The committee will come to order. We start 
our hearings this morning on the mutual security appropriation bill 
for 1958. The committee does not have before it from the House, 
as of today, the appropriation bill. 

We do, however, know what the administration has requested in 
the way of authorization, what the Senate has passed in the form of an 
authorization bill, and what the House Foreign Affairs Committee has 
reported in the form of an authorization bill. 

I have a table before me which reflects the figures as the request 
has progressed in the two Houses, which I will insert into the record 
at this point. 

(The table referred to follows:) 
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Mutual security program for fiscal year 1958—Status as of July 16, 1957 


Title 





Fiscal year 1958 


Fiscal year 1957 
appropriation 


Authorization 





















































(adjusted) and| President’s Authorization reported by 
reappropriation| program fiscal | as passed by | House Foreign 
year 1958 Senate Affairs July 9, 
1957 
Title I—Mutual defense assistance: 
Ch. 1—Military assistance; 
New funds appropriated. .-..._. $2, 017, 500, 000 ‘$1. 900, 000, 000 |2 $1, 800, 000, 000 |3$1, 500, 000, 000 
Unobligated balance----_.....-- 195, 500, 000 4 500, 000, 000 4 500, 000, 000 4 500, 000, 000 
GN acccnkcacne apes 2, 213, 000,000 | 2, 400,000,000 | 2,300,000,000 | 2, 000, 000, 000 
Ch. 3—Defense support. ........-.-. 1, 161, 700, 000 1 900, 000, 000 5 800, 000, 000 700, 000, 000 
go OS RE te ek eee 3, 374, 700,000 | 3, 300,000,000 | 3, 100,000,000 | 2,700, 000, 000 
Title II: 
Development loan fund. _........--]_....-+....-..-- 8 500, 000, 000 8 500, 000, 000 7 500, 000, 000 
Development assistance: 
Pl OW TGR 55k Sees. lo ee Li Sea 
Unobligated balances...-..:....}.--..-...-..---- 4 52, 000, 000 4 52, 000, 000 4 52, 000, 000 
EE: COE Eb cciacinewacsican 248, 850, 000 552, 000, 000 552, 000, 000 552, 000, 000 
Title I11.—Technical cooperation: 
General authorization: New funds 
appropriated _..........2...-----. 135, 000, 000 1 151, 900, 000 151, 900, 000 151, 900, 000 
Se Se 135, 000, 000 151, 900, 000 151, 900, 000. 151, 900, 000 
United Nations expanded program 
of technical assistance_.........-- 15, 500, 000 15, 500, 000 15, 500, 000 * 500, 000 
Organization of American States- - - 1, 500, 000 1, 500, 000 1, 500, 000 , 500, 000 
A EES cb bk ccctesnnnesss 152, 000, 000 168. 900, 000 168, 900, ooo 168, 9 900, 000° 
Title [V—Other Programs: 
Special assistance - - _.__- iid oinwbaeiesaenaed 300, 000, 000 250, 000, 000 275, 000, 000 
1 seer economic ‘develop- 

a I ch sla 25, 000, 000 25, 000, 000 
Special Presidentia) fund...________ BOG GG O00 Fann o. 2s aeies a cd oa ie 59494 
Joint control areas................-- 12, 200, 000 11, 500, 000 11, 500, 000 11, 500, 000 
Migrants, refugees, escapees: 

Intergovernmental committee 
for European migration ---.-- 12, 500, 000 § 12, 500, 000 8 (12, 500,000); § (12, 500, 000) 
United Nations refugee fund - -- 1, 900, 000 2, 233, 000 , 233, 000 2, 233, 000 
Eseapee program ............... 6, 000, 000 5, 500, 000 5, 500, 000 5, 500, 000 
Children’s fund _. 10, 000, 000 11, 000, 000 11, 000, 000 11, 000, 000 
United Nations Relief and Works 
Agency: 
New fund appropriated __-__._-- ebb sso Lpa let Sos. SSSk kil Shs ee ecb bela Aten deaccuseshe 
Unobligated balance - ‘ 45, 300, 000 4 23, 800, 000 4 23, 800, 000 4 23, 800, 000 
NATO civilian headquarters.. sina () 8 2, 700, 000 § (2, 700, 000) 8 (2, 700, 000) 
Ocean freight, voluntary relief 
a a 2, 500, 000 2. 200, 000 2, 200, 000 2, 200, 000 
Control act expenses -_ ___- Sai 1, 175, 000 1, 300, 000 1, 000, 000 1, 000, 000 
Administrative expenses—IC. ee 30, 169, 000 35, 000, 000 33, 000, 000 33, 000, 000 
Administrative expenses a 
sec,-411 (d))_....-._-- 8 4, 576, 000 8 4, 577, 000 8 (4, 577, 000) 8 (4, 577, 000) 
Presitient’s fund for Asian eco- 
nomic development soleil tn eae ceslies eens iteiacld sac dinladhs tine tara ne ae aedinnn Dia naan aymaalgge 
New fund appropriated - ba Fa dca cach ell im cde aps oes niacin aad ol Aaa aot ain ccna cece 
Unobligated balance continued 
No 65s hist atbeeottsas nie 9 95, 548, 000 * 93, 673, 000 § 93, 673, 000 9 93, 673, 000 
Atoms for peace program bestashabadlesasase 5, 500, 000 7, 000, 000 7, 000, 000 7, 000, 000 
a a ee a 327, 368, 000 512. 983, 000 465, 906, 000 490, 906, 000 
Grand total—all titles_..........- 4, 102, 918, 000 3, 883, 000 | 7% 236, 806, 000° 3, 911, 806, 000° 
New funds appropriated - - _- 3, 766, 570, 000 3, 864, 410, 000 | 3, 617, 333, 000 3, 242, 333, 000° 
Reappropriated and/or con- 
tinued available_..._......- 336, 348, 000 669, 473, 000 669, 473, 000 


1 Continuing authorization requested. 


669, 473, 000 | 


2 Also authorizes $1,500,000,000 for fiscal year 1959. 

3 Authorization for fiscal year 1959 granted without ceiling. 

4 Sec. 548 authorizes reappropriation of unexpended balances. 
5 Also authorizes $710,000,000 for fiscal year 1959. 


6 Also authorizes borrowing authority of $750,000,000 in each of fiscal years 1959 and 1960. 
7 Also authorizes borrowing authority of $500,000,000 in each of fiscal years 1959 and 1960. 


§ Continuing authorization is already in law. 
® All balances are continued available until June 30, 1958, 
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STATEMENT OF SEcRETARY DULLES 


Chairman Hayprn. Mr. Secretary, we will be pleased to hear from 
you. 

Do you have a statement to present? 

Secretary Duties. Mr. Chairman, I have a reasonably short 
statement. 

I am appearing this morning to support the President’s proposals 
for appropriations to carry forward our mutual security program in 
fiscal year 1958. 

While an authorizing bill has been approved by the Senate and is 
currently under discussion in the House, the final, legislation has not 
yet been agreed on. I shall speak, therefore, in terms of the proposals 
which the President outlined in his message to the Congress on May 21. 


PROGRAM INNOVATIONS 


The program submitted by the President and approved with certain 
amendments by the Senate on June 17 embodied several significant 
innovations. These resulted from a review undertaken during the 
past year by the executive branch, which relied heavily upon the 
study made by the special Senate committee and on studies made for 
the executive branch, the Foreign Affairs Committee, and by various 
private groups. 

One of the significant conclusions which emerged from this review 
was that we should clarify the different purposes we seek to accom- 
plish through the separate programs authorized by the Mutual 
Security Act and that we should seek instruments for the imple- 
mentation of each program most suitable to the purposes sought. 

This course should serve to achieve a better public understanding 
of these programs both at home and abroad. It should also assist 
the executive branch and the Congress in weighing the importance 
of the purposes sought, whether the methods used are best suited to 
these purposes, and the amount of our resources which should be 
devoted to any one of these programs in a given fiscal year. 


DEFENSE ASSISTANCE 


The first of these programs is mutual defense assistance, which em- 
braces both military assistance—the provision of weapons and military 
equipment to allied and friendly forces, and defense support—the 
economic assistance necessary to enable some of these countries to 
meet the economic burden of their military effort. 

This program is designed to support and strengthen our collective 
defense effort. As representatives of the Joint Chiefs of Staff have 
frequently testified, this program is part and parcel of our own 
defense program. It should therefore be evaluated in this light, and 
not treated as something loosely termed “foreign aid.” 

No free country can through its own resources and facilities create 
a deterrent which could hold in check Soviet military power. Inter- 
national communism today controls manpower which is about five 
times as large as that of the United States. It has capacity to create 
the most modern instruments of mass destruction. It controls 
strategic territories for the purpose of launching an attack. 
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Because no country can deal with this situation alone, we have 
developed a collective security system which binds us and 42 other 
free countries in a common defense against a common peril. Since 
1950 these allies have contributed about six times as much in resources 
as we have provided in direct military assistance. Through this com- 
bined effort we now have associated with us in the defense of the free 
world a force of some 200 divisions, 27,000 aircraft, and 2,500 major 
naval vessels. 

Without our assistance, these military programs of our allies could 
not have been carried out. With these programs, we are enabled to 
spend far less on our own military programs, and to achieve far 
greater security, than would otherwise be the case. 


FUNDS FOR MILITARY EQUIPMENT 


The President has requested an appropriation of $1.9 billion for the 
provision of weapons and military equipment, plus the reappropriation 
of $500 million of unexpended funds previously available. This sav- 
ing, which will be explained by representatives of the Department of 
Defense, results from our ability to apply, through experience, more 
realistic and lower rates of consumption for such items as ammunition 
and spare parts. 

The Senate has already reduced the authorization to $1.8 billion, 
and the House is considering a lower figure. Such reductions can, I 
fear, be false economies. They can lead to a weakening of the forces 
which stand guard around the perimeter of the Soviet and Chinese 
Communist blocs. A further reduction in the appropriations could 
lead to serious damage to our own security and to a need for further 
increased expenditures in our own defense budget. 

Next year we propose to extend military assistance to some 39 
nations, and, of these, 15 nations will not be able to maintain with 
their own resources the forces and facilities which we have mutually 
agreed are Necessary. 


We propose to supply economic assistance, in the form of defense 
support, to these 15 nations. 


DEFENSE SUPPORT FUNDS 


In the past this category has included all forms of economic assist- 
ance given to countries with which we had military assistance agree- 
ments. In line with our effort to clarify the purposes which these 
programs are designed to serve, our request for defense support funds 
is limited this year to that assistance necessary to maintain the forces 
and sust»in the economy of the country at its existing level. 

lor this purpose the President proposed an appropriation of $900 
million. ‘The Senate bill reduced this to $800 million, a reduction 
which «ould have serious repercussions in this and the following fiscal 
year, leading to inflation and economic dislocation which could seri- 
ously weaken the common defense effort. 

Approximately 40 percent of the funds requested for military 
assistance will go to support the defense effort of those Far East 
countries which are neighbors of Communist China. Three-quarters 
of the funds requested for defense support will be used to assist the 
military effort of these same countries. These include Korea, Viet- 
nam, and Free China, which face potentially active military situations. 
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Another 23 percent of the funds requested for military assistance 
and 22 percent of these requested for defense support will be used to 
support the military effort in the Near East, embracing countries 
from Pakistan to Greece, where the Baghdad Pact links the military 
efforts of SEATO and NATO. These countries not only protect the 
border of the Middle East, with its vast resources of oil, but their 
defense effort also protects the gateway to Africa. 

Proposed military assistance for European countries amounts to 
about 36 percent of the total requested of direct military assistance. 
No defense support is being requested for any of our European allies, 
who bear the entire economic burden of their share of the free world 
defense effort. In all of Europe, defense support is requested only 
for Spain. 

Let me add one final comment on this defense effort. We are 
actively seeking, through United Nations procedures, means whereby 
armaments can be safely reduced. 

We do not know today what, if anything, these negotiations will 
achieve. But one thing is sure. If we start disarming our allies and 
failing to support the strong points on which our deterrent power 
rests, we shall get no disarmament agreement, no quid pro quo, and 
we shall find ourselves again in the position which has too often 
characterized the past where we were so lacking in power that hostile 
despotic forces felt they could discount our role in the world. 


ECONOMIC DEVELOPMENT 


The second main aspect of mutual security is that which helps free, 
but less developed, countries achieve economic growth. 

Nineteen new nations have come into existence since World War II. 
The 20th, Malaya, will receive its independence next month. 

The coming of political independence has aroused hope and deter- 
mination to achieve economic growth as well. If this hope is frus- 
trated, moderate democratic leaders may be swept away. They will 
be replaced by extremist leaders who, if not themselves Communist, 
would be susceptible to Communist influence. 

These are nations where poverty is age-old and there are serious 
initial obstacles to economic growth. With incomes at the barest sub- 
sistence levels, very little can be saved and invested. Outside resources 
will be required, as they were in stimulating our own economic develop- 
ment in the 19th century. 


DEVELOPMENT LOAN FUND 


As the most economical and effective way to provide these resources, 
the President has recommended the establishment of a development 
loan fund which provides financing on a basis of repayment in ways 
which would stimulate the receiving countries to greater self-help and 
which would encourage private investors and other financing sources 
to increased activity. 

If the fund is to do this, it must have assurance that adequate 
resources will be available to it over the next few years. Without 
assurance of future resources, the receiving countries would tend to 
use the fund for short-term projects, which are not the ones which 
will accomplish the greatest development. 
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Without such assurance, private investors and existing lending 
agencies would be reluctant to work with the fund on a long-term 
basis in ways which might increase their activity—even as you and I 
would be reluctant to work with a bank if we did not know whether it 
would still be in business the next year. 


BORROWING AUTHORITY FOR DEVELOPMENT FUND 


To secure this needed assurance of future resources, we propose that 
the development fund have not only an appropriation of $500 million 
for fiscal year 1958, but also authority to borrow specified sums from 
the Treasury in the 2 following years. 

These future resources would remain under firm congressional 
control. 

The pending legislation sets forth specific criteria which must be 
observed in obligating the funds. It provides that regular reports 
shall be made to the Congress. It also provides that the fund must 
submit each year the business-type budget called for by the Govern- 
ment Corporation Control Act. This act provides that the Congress 
may limit proposed activities of the fund both with respect to adminis- 
trative and operating expenses. In passing on the fund’s budget, 
therefore, the Appropriations Committees will have an oppor tunity to 
recommend that its proposed future operations be curtailed or elim- 
inated altogether. 

Since the fund would be prevented from obligating any funds which 
it was authorized to borrow in fiscal year 1959 and fiscal year 1960, 
until those years came around, the congressional control over its activi- 
ties would be effective. The ‘Congress would not commit beyond its 
control more than 1 year’s resources to the fund at any one time. 

With respect to the size of the fund: In fiscal year 1957 we financed 
about $400 million of developmental activities under our present 
categories of defense support and development assistance. Our expe- 
rience suggests that a limited increase in this amount is needed if the 
fund is to achieve its purpose of hastening present rates of growth in 
less developed countries 

Further, we hope through the fund to be able to undertake additional 
activity in support of or through guaranties to investment by private 
capital. 

We must decide whether economic development is important and 
in our national interest. If it is, and I believe that it is, then we must 
attack this problem in the only way that makes sense, on a sufficient 
scale to hold out some prospect of success. It would be wasteful to 
spend sums that were substantial, but not sufficient to achieve our 
purpose. It would only postpone the receiving countries’ achieve- 
ment of a self-sustaining rate of growth and thus perpetuate the need 
for United States assistance. 











































SPECIAL ASSISTANCE 





The next largest of our mutual security programs is that which we 
have termed “special assistance.” This program is designed to pro- 
vide for situations where we consider it would be in our national 
interest to provide assistance, but where it cannot properly be con- 
sidered in support of our common defense effort nor of a developmental 
nature. 
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International communism is constantly probing to discover and 
exploit weak points within the free world. We cannot tell in advance 
where these weak points will develop or the amount of pressure which 
international communism will bring to bear. 

During the past few years there have been emergency situations in 
many places where immediate grant aid was necessary. Such situa- 
tions have arisen in relation, for example, to Iran, Jordan, and 
Guatemala. 

If the President had not had funds available to meet emergencies, 
international communism might have gained significant victories. 
The fact that the President had such funds meant on net balance a 
vast saving to the cause of freedom. They enabled us, for instance, 
to grant indispensable relief to Hungarian refugees. 

To assist in dealing with situations of this nature, the President has 
proposed the appropriation of $300 million. 

While this category of assistance is new, it is founded on precedents in 
previous appropriation acts. Of the total requested, slightly over $100 
million is for the type of projects which last year appeared under the 
old definitions of defense support and development assistance. Another 
$100 million is the equivalent of the special presidential fund which 
was authorized the past 2 years under section 401 (b). The remaining 
$100 million is the equivalent of slightly over that amount which last 
year was appropriated under section 201 for contingencies in the Far 
East, Near East, and Africa. 

The request for appropriations this year is likewise designed to 
serve these three major purposes: 

First, to provide economic assistance to meet needs of importance 
to our country which cannot properly be met through the other cate- 
gories of assistance. This is programed for special requirements in 
about a dozen countries, for malaria eradication, and for further 
assistance to the Hungarian refugees. 

Second, to meet unforeseen requirements above the level of funds 
requested in other categories of assistance. This need is of particular 
importance, not only to support the purposes of the Middle Kast reso- 
lution, but to assist in making the transition to the use of the develop- 
ment loan fund and the refined category of defense support. 

Third, to meet emergencies and contingencies which cannot now be 
foreseen. ‘The authority to waive certain restrictive legal provisions 
in dealing with these emergency situations is requested in the same 
amount as is provided by the present legislation. 


OTHER PROGRAMS 


Of the other programs for which appropriations are authorized by 
the Mutual Security Act, the most important is that of technical co- 
operation. This program has proved its worth as a long-term instru- 
ment of United States policy and should continue substantially as at 
present. 

The President has requested an appropriation of $168,900,000 for 
this purpose for next year. This figure includes, in addition to our 
regular bilateral program, our contribution to the technical-assistance 
progr ams of both the Organization of American States and the United 

ations. 
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You will recall that the appropriations act of last year provided that 
our contributions to the UN technical assistance program for fiscal 
ear 1958 should not exceed 33% percent of the total contributions. 
We felt that a precipitous reduction from the 49 percent we are con- 
tributing this year would have a damaging effect on that important 
program. 

The President, therefore, requested, and the Senate agreed, that our 
contribution should be set at 45 percent. The Senate also provided, 
and we agree, that the authorizing bill should progressively reduce this 
figure to 33% percent over the next 3 years. 

In addition to the programs which ‘T have mentioned, appropriations 
are being sought for various multilateral programs and for administra- 
tive expenses totaling $95.5 million. A detailed statement on all 
these requests is set forth in the presentation books which have been 
provided to the committee, and later witnesses will discuss with you 
the justification for each of these requests. 


CONCLUSION 


In conclusion, I should like to make only one general point: We are 
all conscious of the importance of controlling Federal expenditures. 
However, the fact is inescapable that to the degree our mutual 
security program is reduced, the need for heavier expenditures i in our 
domestic defense budget—and for greater draft calls—will be increased. 
Any reduction below the level requested by the President would be 
serious. A substantial reduction could be incalculably expensive. 

As the President said in his message to Congress: 

There is only one sound way for us to achieve a substantial tax reduction. 
That way is to succeed in waging peace, thereby permitting a substantial cut in 
our heavy military expenditures. A substantial cut in these expenditures, in the 
face of present world conditions, would be foolhardy. 

On the other hand, there is good reason to hope that if we follow 
our course with patience and determination it will lead to the combined 
strengthening of the free world and the successful waging of the peace. 
This would make possible the lifting not only of our military burden, 
but also the heavy burden of concern which weighs upon us all. 

Chairman Haypen. Senator Chavez, do you have any questions? 

Senator Dirksen? 


EFFECT OF REDUCTION IN MUTUAL SECURITY FUNDS 


Senator Dirksen. Mr. Secretary, on page 14, you recite this 
language: 
However, the fact is inescapable that to the degree that our mutual security 
ere is reduced the need for heavy expenditures in our domestic expense 
udget and for greater draft calls will be increased. 
Does that have the general concurrence of all our military leaders? 
Secretary Duuturs. Yes, sir. I am sure that all the Joint Chiefs 
and the Chairman would testify to that effect—certainly as a broad 
proposition. I do not say that a slight change or difference here or 
there would necessarily lead to increased expenses, but broadly speak- 
ing any change which seriously undermined or dislocated the present 
arrangements we have for mutual security would involve increased 
expenditures in our own defense budget. Every dollar, roughly 
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speaking, sought to be saved that way would involve the expenditure 
of several more billion dollars for our own forces. 
We get in this way a degree of security which we could not get in 


any other way. Even to approximate it would involve a very heavy 
increased expenditure. 


BASIS OF MILITARY STRATEGY 


Not only, of course, are the indigenous forces abroad maintained 
at very much less cost than our own forces could be maintained, but 
the location of allied forces and the holding of points from which we 
could launch a retaliatory attack from diverse places around the 
world is of immense importance and goes to the heart of our whole 
military deterrent policy. 

The cost of trying to get a deterrent equivalent just from territory 
under the sovereignty of the United States would be vastly greater 
and would not be nearly as effective. As you reduce the number of 
points from which a retaliatory attack can be launched, you increase 
the enemy’s likelihood of being able to neutralize those points by his 
own initial attack. 

And if you did not have places from which a retaliatory attack 
could be launched, if you did not have those at multiple places around 
the world, or the number of those places was reduced to a half, third, 
or quarter, you would correspondingly increase the possibility that 
a potential enemy would calculate that he could knock them out on 
his initial assault so he would not be subjected to a retaliatory attack. 

That is the basis of our military strategy at the present time, and 
anything that would undermine that would have a serious effect. 
The effort to counterbalance it would be very expensive and even then 
we could not in fact reproduee—— 


UNITED STATES MILITARY AID COMPARED WITH COUNTRIES’ OWN EFFORTS 


Chairman Haypen. For the benefit of this committee I submit for 
the record some figures I have obtained from Mr. McNeil of the 
Department of Defense in regard to military aid to other nations. In 
a 7% year period from July 1, 1949, to December 31, 1956, the United 
States has spent on our Armed Forces $244 billion. 

For military assistance it was $17 billion. 

In other words, we spent 94 percent for national defense and 6 
percent for military aid to our allies. 

As for the NATO countries, the North Atlantic Treaty countries, 
from July 1, 1949, through December 31, 1956, the same dates, we 
supplied military assistance which amounted to $12,900 million, includ- 
ing approximately $600 million of excess stocks not chargeable to ap- 
propriations. 

The NATO countries during this same period expended from their 
own budgets a total of $81 billion on their defense departments. 

Percentagewise, their expenditures amounted to 86 percent, whereas 
we gave them 14 percent. 

In other words, they spend $6 out of their budget to our $1 of 
military aid furnished. 

I thought those were very interesting figures because it indicated 
we not only obtained the advantage of their help in building up 
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military strength, but it means that there would be men from these 
nations fighting alongside of American soldiers in the event of war. 
(The table referred to follows:) 
United States military expenditures (74-year period July 1, 1949, to Dec. 31, 1956) 
[In billions} 





—_. 


United States expenditures on United States forces 
Foreign military assistance -- ssnaae epee aieesiatia 





NATO countries (July 1, 1949, to Dec. 31, 1956) 


{In billions] 


| Amount 
| 


NATO countries military expenditures j ag | 81.0 
United States military assistance to NATO countries_ ...._.--} 12.9 


' 

Senator Dirksen. Mr. Chairman, what was the time factor there? 

Chairman Haypen. 7% years, July 1, 1949, to December 31, 1956. 

Senator Dirksen. Now, the total spent on our Military Estab- 
lishment? 

Chairman Haypen. $244 billion. 

And on foreign military assistance, $17 billion. 

Senator Dirksen. And the other countries allied with us spent 
how much? 

Chairman Haypren. That was the total. I did not ask for figures 
except where we could get accurate figures such as from the NATO 
countries. 

Of the $17 billion, $12.3 billion went to the NATO countries plus 
$600 million of excess stocks. 

Senator ELLENpDrER. That is for military assistance? 

Chairman Haypren. Yes, and the NATO countries raised out of 
their budgets $81 billion. So they put up $6 to our $1 of aid furnished. 

Senator Cuavnz. Not all of the NATO countries used it for our 
assistance. ‘They used it, they used our military aid in order to kill 
Arabs in Africa and Algeria. 

Ohairman Haypren. At least they were spending for national de- 
fense $6 to each $1 that we gave them. 

Now, if France’s national defense involves action in Algeria, it is 
their business. 

Senator Cuavez. It is their business as long as they use their money 
to do it, but when we supply France with money for NATO, which is 
a treaty nation, in our interest, it does not mean that they should use 
this money and the military aid we give them, our guns and ammuni- 
tion, to kill the Arabs in Algeria. 

Chairman Haypen. Of the money they spent, one-sixth of it we 
supplied; it was 6 to 1. 

Senator Cuavez. I know it was. I am not complaining about the 
amount they spend. What I am complaining about is that NATO 
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money is supposed to be for one purpose and not to have a colony in 
North Africa. 

Senator Dirksen. Mr. Secretary, I have a specific question on 
Egypt. Has the authority of the relief organization known as CARE 
been suspended in Egypt, and was that on our part or on the part of 
the Egyptian Government? 

(Discussion off the record.) 


POLICY TOWARD WESTERN EUROPE 


Senator E,uenpER. Mr. Dulles, are you satisfied with the situation 
in Western Europe? Are you ready to tell this committee that our 
allies are acting as they should in the light. of the huge amount of 
money that was made available to them since 1948? 

In other words, are you disappointed, or have you any criticism to 
offer to this committee insofar as our allies in Western Europe are 
concerned? 

Secretary Dutuzs. Of course, when you ask am I satisfied—I am 
hard to satisfy—and I would not say I was completely satisfied. 

Senator ELLENDER. I would suppose that there is not a Member of 
the Senate who would have voted for the Marshall aid plan if we were 
not helping ourselves and at the same time making the people of 
Western Europe self-sustaining so that they would be able to help 
us carry the present load. Do you agree, Mr. Secretary? 

Secretary Duties. Yes, sir. 

Senator ELLENDER. That is what you expected? 

Secretary Duties. Yes, sir. 

Senator ELttenpeR. Then aren’t you disappointed that we have 
almost a half billion dollars in this bill in order to further assist our 
allies in Western Europe with their military burden? 

Secretary Duties. | think there is nothing abnormal about that. 

Senator ELLeNpER. You say there is nothing abnormal about it? 


COMMON MARKET IN EUROPE 


Secretary Duties. I would say, Senator, that there is in prospect 
the greater unity of Europe which has long been sought and hoped 
for by this Congress. I can recall that the legislation you referred 
to for the European Recovery Act—its statement of principles and 
purposes—constantly reiterated the theme that there should be a 
common market in Europe. That phrase is used as I recall in the 
original act to establish the so-called Marshall plan. 

Now for the first time it looks as though a concrete step will be 
taken in that direction through a treaty for the common market 
which has now been ratified by the Chamber of Deputies in France, 
and I presume it will be concurred in. by the Council, and I think by 
the other parties. 

Senator ELLENDER. How will that assist us? 

Secretary Duturs. Because we believe, and that is not just the 
executive branch of the Government, but the Congress as well, that 
if a common. market were established in Europe, that Europe would 
grow very materially in economic and financial strength and be able 
to carry a greater part of the burden and to play a more important 
part in world affairs than when it operates through a market which is: 
divided into fifteen or more different countries. 
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Senator ELLenpER. Even with the British out of it? 
Secretary Duties. Even with the British out of it, although there 
is, as you know, a further project for a so-called free trade area with 
which the British plan to be associated. That, however, is not 
developing as rapidly as the common market. 


JUSTIFICATION FOR ASSISTANCE TO WESTERN EUROPE 


Senator ELLenper. Now, Mr. Dulles, in view of the fact that we 
have given unbounded assistance to our friends across the seas, 
particularly in Western Europe, and in view of the fact that they are 
healthy industrially as well as agriculturally in contrast to their status 
before the war, how can you justify our spending as much as a half 
billion dollars in order to further assist them militarily? Especially, 
in view of the fact that, as Senator Chavez pointed out, France has 
removed practically all of her forces to North Africa and the British 
are removing some of their soldiers from Western Europe. 

Do you still think that we are justified in providing as much as a 
half billion dollars to further assist them? 

Secretary Duties. Yes, sir. 

Senator ExneNpER. Do you not think that we have assisted them 
sufficiently, and now they ought to be able to help themselves? 

The theory back of the Marshall plan was to put them in a position 
whereby they could help themselves. 

Secretary Duties. They are helping themselves very largely. The 
result of the so-called Marshall plan was to get their economies back; 
and, since that plan has ceased to operate, we have not, with very minor 
exceptions, had to give economic assistance to those countries, and 
they are making a very substantial contribution to the common defense. 

Now, the chairman pointed out that in the last 7 years, 74 years, 
we have spent approximately 94 percent on our own Armed Forces, 
for domestic security, you might say, and 6 percent on foreign. 

I think every military man would say that we have gotten out of 
that 6 percent far more than 6 percent of our security, that a big 
pee of our security, much more than 6 percent, is represented 

y the 6 percent expenditure. 

It is the part of our money that is spent most advantageously. 

Senator ELtenpER. I am not complaining about that; however, 
I do not think the picture is as rosy as you think it is. 

The point I am trying to make is that we have given until it hurts. 
We have restored the economies of the Western European nations to 
the point where they are much better off than they have ever been. 

Therefore, I cannot see how we are justified in continuing to give 
the military aid proposed in this bill. 














































OFFSHORE PROCUREMENT 





Now, Mr. Secretary, you stated that we have not given economic 
aid recently to Western Europe. For your information, I am sure 
you know it, we have been furnishing offshore procurement there 
amounting to approximately $3 billion. If that is not economic aid, 
I would like to know what is. 

Just recently we indirectly sent some airplanes to Israel, which were 
made in France. 
Secretary Dutuzs. No, sir. 
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FRENCH DELIVERY OF AIRPLANES TO ISRAEL 


Senator ELLENDER. Do you not know that France delivered air- 
planes to Israel? 

Secretary Duuuzs. Yes; and Israel paid for them. 

Senator ELLENDER. What money did France use to build those 
airplanes? 

Secretary Duties. Money they got from Israel. 

Senator ELLenpER. Oh, Mr. Dulles, now 

Secretary Dutuzs. Not one dollar of United States money went 
into those planes. 

Senator ELLeNpER. Israel may have paid for the planes, but they 
were built in the factories established with our money. Therefore, 
indirectly we gave the planes to Israel. 

Secretary Du.ugs. I respectfully have a different judgment. There 
was not one cent of United States money that went into those planes. 

Senator ELLenpErR. I grant that, but we put up the facilities to 
build all of the planes sold by France to Israel. 

Secretary Duties. No, the French put up the facilities. 

Senator ELLENDER. Did France ask our permission before these 
planes were sold to Israel? 

Secretary Duutuss. France asked our permission to sell to Israel 
planes which we had a first option to buy. 

Senator ELLeENpER. Exactly. 

Why was that necessary? 

Secretary Dutuss. We had an option and we waived the option. 

Senator ELLENDER. But you had the option because of the $3 
billion we have spent in offshore procurement. 

Secretary Duties. I am not clear, Senator, whether you are trying 
to argue that the United States money supplied these planes to 
Israel—— 

Senator ELLENDER. Why was it necessary for France to obtain your 
permission? 

France came to us and said, “Israel needs some planes. Will you 
permit us to let them have what ought to go to you.” 

And you said what? 

Secretary Duties. What we said was, “While we have a first 
option to buy those planes, we see no urgency about buying them. 
If you want to sell them to Israel, that is all right with us.” 

Senator ELLENDER. What gave you this first option? You furnished 
the money, did you not? 

Secretary Duties. No. We have options or contracts to buy a lot 
of military equipment in Europe of various kinds and descriptions. 

Senator ELLenpeR. Mr. Dulles, I hope you will look into this 
matter. 

Secretary Duuues. I think I am well informed about that particular 
transaction. There may be a great many others that I am not so 
informed about, but that one was so delicate that I went into that one 
myself in some detail. 

NATO SITUATION 


Senator ELLeNpeR. Mr. Dulles, are you completely satisfied with 
the assistance furnished NATO by our allies in Western Europe? 
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Secretary Duties. I am not completely satisfied. As I say, in 
this area you hardly ever obtain a perfection which gives complete 
satisfaction. You are always striving for more. 

Some aspects of the matter have been disappointing. Obviously, 
the diversion of strength into Algeria has been disappointing. The 
German forces have not come along quite as rapidly as we had hoped, 
but they are coming along. 

By and large, the situation is reasonably satisfactory. 

Senator ELLENDER. Do you expect it to improve in the future? 

Secretary Duuturs. Yes. 

Senator ELLeENpER. Notwithstanding the withdrawals of forces 
by our allies and their contemplated withdrawals do you still have 
hopes that NATO will turn out to be strong enough to protect our 
soldiers in Western Europe? 

Secretary Dutuss. It already has proved that, I think. 

Now, you speak of the British shift of tactics and that is important, 
of course. The fact is that the British financial situation is very bad. 

Senator ELLENDER. Do you think they are worse off than we? 

Secretary Duties. Yes, indeed. 

Senator ELLENDER. How about Belgium? 

Secretary Duties. Could I just complete my remarks? 

Senator ELLENDER. Yes. 

Secretary Duties. On the other hand, the character of change 
which they propose, while it will effect certain economies in manpower 
will, I think, involve other elements of strength in the form of new 
weapons so that probably the net result on balance will not be to 
reduce effectively their military strength on the Continent. 

That problem is being studied by General Norstad at the present 
time and will come up for evaluation by the North Atlantic Treaty 
Council sometime in the fall, but this will probably not involve any 
appreciable reduction in actual forces. 


ATOMIC WEAPONS 





AND 





GUIDED 





MISSILES 


Senator ELLENpDER. Is that not due to the fact that we are going to 
spend in this budget and future budgets money of our own in order to 
equip the armies of these countries of Western Europe with modern 
fighting tools such as atomic weapons, better airplanes, and better 
protection for the airfields through guided missiles? 

Secretary Duties. No doubt. 

Senator ELtenpEerR. But that means an added burden for us. 

Chairman Haypen. Have you finished your questions? 

Senator ELLenpDER. I have not. However, I do not want to take 
all the time; I will gladly yield to the chairman. 

Secretary DuLLEs. You s see, Senator, your question presupposes 
that what we do in NATO is just for the benefit of the NATO coun- 
tries. If it was all for the benefit of other countries, there would be 
a lot in what you have said. 

What we are doing is not just to help them; it is equally to help 
us. I say the money we spend there gives us a larger percentage of 
return than any money we spend anywhere else. 

Senator Extenper. When the Marshall aid plan was first put on 
the statute books, it was felt that aid to Western Europe would end 
in 4 or 5 years. However, it continues 10 years later. 
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It appears to me that we are getting worse off, because, as was 
pointed out by Senator Chavez, the French have removed themselves 
to North Africa, the English are removing themselves, and I can 
assure you, if you look into it, in Belgium and Holland, and other 
countries in Western Europe, you are going to find out that the divi- 
sions that are counted are not actual divisions, but paper divisions. 

(Discussion off the record.) 

Senator SatronsTauu. I have 2 or 3 very general questions. 


TOTAL APPROPRIATION AUTHORIZATION 


Mr. Secretary, last year the appropriation for these purposes, 
mutual security, were three billion seven; $3.76 billion. 

This year the House has authorized three billion two and the 
Senate three billion six. Therefore, the final authorization bill will 
be somewhere between those two figures, and the request for the 
appropriation will come in, presumably, at the amount that is in the 
authorization bill, somewhere around three billion four. 

That is a comedown from somewhere around $3.76 billion. 

This is essentially the same program as you had before with, perhaps, 
two improvements: 

One is the development fund in the form of loans, and two is the 
military assistance and the military development assistance on a 2- 
year basis rather than a single-year basis. 

Am I correct in those two general assumptions? 

Secretary Duties. Yes, sir. 


IMPORTANCE OF PROGRAM 


Senator SALTronstTaLuL. Now, my point is this: In your opinion, it is 
necessary for this program to be continued, even though it may be on a 
slightly less generous basis than it has been, rather than to have that 
program cut way back or stopped altogether from the point of view of 
our national security and from the point of view of our leadership 
in free-world affairs? 

Secretary Duties. Yes, sir. The latter alternative that you sug- 
gest would be, in my opinion, absolute disaster and almost unthink- 
able. It would collapse our whole defensive structure, our defensive 
strategy. We would have to improvise something totally new which 
would be not nearly as good and which would be very costly. 

Senator SALTONSTALL. So, the problem for us to consider in the 
Congress is, in your opinion, not the cessation or the great cutback in 
this great program, but how we can go forward with this program in an 
improved manner and, we hope, at a somewhat less figure? 


PRINCIPLE OF COLLECTIVE SECURITY 


Secretary Duties. Yes, sir. If I could use an illustration, let us 
suppose, for example, that in New York City or Washington, all of a 
sudden it was decided not to have a central police force to which 
everybody contributed, but that each fellow would have to look out 
for himself. Can you imagine the paralysis that would descend and 
the panic that would ensue and the effort each individual would have 
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to make to try to protect himself and go out and buy a revolver and 
hire a private watchman and so forth. 

Senator SALTONSTALL. I saw that in the Boston police strike. 

Secretary Dutuzs. It is a situation where, by developing security 
on a collective basis, it is less costly and gives more security than if 
each fellow does it on his own. We are doing that measurably. [ 
admit there are mistakes and inadequacies in the program and that 
blunders are made. That is all part of human fallibility, but, by and 
large, we have created something here in the way of a collective 
arrangement which now embraces some 47 nations and we are all 
contributing to that. 

The United States is contributing most, of course. A wealthy 
taxpayer pays more than a poor person does, but it is part of a system 
which is moving in the right direction of giving a greater degree of 
security at less cost. If we should depart from that principle and 
say from now on we are each going to go it alone, it would be an in- 
calculable disaster. 

Senator Rosertson. Mr. Chairman, I would like to ask the dis- 
tinguished Secretary what is the figure that the State Department is 
recommending that we appropriate? Now, the highest figure can 
be the Senate’s figure, $3,600 million. The distinguished Senator from 
Massachusetts thought the conference report would probably wind 
up around $3 billion—— 

Senator SALTONSTALL. I said the difference is three billion six in the 
Senate and three billion two in the House. Therefore, a conference 
will be somewhere between those two figures. That is the authoriza- 
tion. 

Senator Rospertson. What is the figure that the State Department 
is now recommending? 


AGENCY RECOMMENDATION FOR FUNDS 


Secretary Duties. We recommend that there be appropriated all 
that the Congress will authorize. 

Senator Munpr. Would you be satisfied with that, regardless? 

Secretary Duuuxs. I beg your pardon? 

Senator Munpt. Would you be satisfied with that, regardless of 
what it was? 

Secretary Duties. No, but I don’t assume that the Appropriations 
Committees can recommend more than is authorized. 

Senator Ropertson. What disturbs me a little bit is that you say 
this is the program that was decided on by the President last May. 
Last May the President decided that inflation had increased the cost 
of everything so much that he would have to spend about $2.8 billion 
more in fiscal 1958 than he did in fiscal 1957. 

Yesterday the Director of the Budget said we are going to cut it 
back to fiscal 1957 and cut at least a billion dollars off what we plan 
to spend. It was only 3 weeks ago that the Senator from Louisiana 
and I thought that maybe the Defense Department could squeeze by 
with a few hundred million dollars less than what they were asking. 
They were saying, ‘‘Well, we have to have $1,100 million restored.” 

Senator CHAVEZ. $1,220 million. 

Senator Ropertson. The Chairman knows it so well. 
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The committee finally said, ‘‘Well, we will compromise and give 
them $900 million more.”’ 

Monday, the distinguished Secretary of Defense said, ‘Well, we 
have decided, since we testified 3 weeks ago, that we could not cut 
another penny; we are going to throw out 100,000 men and cut the 
expenses $200 million.” 

Now, I would not be so disturbed—if we were going to vote tomor- 
row on what you recommend today, we could be protected, but in 
the meantime we have a little business pending on the Senate floor 
and if the Anderson amendment is not adopted, it may be a few weeks 
before we get to this bill. 

I am just wondering, since you say this was a program of last May, 
what would be the chances that somebody is going to come out with 
a revised estimate before we either vote or shortly after we vote, that 
we do not need nearly this much, and thank you so much, but you 
boys were not interested in economy at all, we are going to show you 
what economy means. 

Senator Dirksen. I did not get that impression from the Budget 
Director’s letter. 

Senator Rosertson. I got it from the paper. I did not see his 
letter. 


LETTER OF DIRECTOR OF THE BUDGET 


Senator Dirksen. I read the letter. In the letter he asked all the 
agencies to make a careful investigation of all obligational authority, 
the expenditures and everything else, and wherever feasible, that was 
the language the Budget Director used, wherever feasible to try to 


bring them down, if possible, to fiscal 1957 levels and for a purpose—— 

Senator Ropertson. The increase was about 2.8 billion. I under- 
stood he testified yesterday that he thought he could cut the expendi- 
tures by a billion dollars. That is what I read in the paper. 

Senator Dirksen. I read his letter and I read the hearings where 
the House across the front page of the hearings said, ‘‘Repudiation 
of the 1958 budget.” 

Secretary Duties. It would perhaps illuminate this subject as far 
as this particular program is concerned if I made a statement at this 
point which has the concurrence of the Budget Director. 

Senator Ropertson. Is this the last final action you are going to 
bring to us now, because your original statement was that this was 
the program of last May? 

Are you going to show that somebody is behind you right now? 


STATEMENT OF SECRETARY DULLES 


Secretary DuLLEs (reading): “Mr. Brundage’s letter of June 28 
was drafted so that it would apply in broad general terms to all 
departments and agencies. It expressed the President’s desire that 
the executive branch make an effort to keep expenditures in fiscal 
year 1958 from rising above the 1957 level to the extent that this was 
feasible. It did not reflect the individual differences which exist 
among various programs and agencies. 

“T cannot speak for the budgets of other agencies, but I can say 
that it is my intention and that of the President to carry out——” 
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Senator Rospertson. Are you speaking for yourself now? . You 
mean you as Secretary of State? 

Secretary Duties. That is correct. 

Senator Rosprertson. I just wanted to see who was speaking. 

Secretary Duties. This is my statement: 

“Tt is my intention and that of the President to carry out in fiscal 
year 1958 a mutual security program substantially along the lines and 
in the amounts outlined by the President in his message to Congress 
of May 21, subject to the appropriations approved by the Congress. 

“T believed when that message was submitted, as I believe today, 
that a program of this nature is necessary to maintain our vital foreign 
policy interests.” 

I read that statement to Mr. Brundage before coming here and he 
said he considered that statement entirely consistent with his letter. 

Senator Ropertson. Could we get a statement from Mr. Brundage 
over his own signature for the record saying that he has read your 
statement; that. you do not plan to cut this any, and that he is going 
to back you up 100 percent? 

Senator Munpt. I hope not. I hope we can have some reduction. 

Senator ELLENDER. You do not expect him to reduce foreign id. 
Reduce our public works, that directly benefit our own people, but 
never foreign aid. 

Senator Dirksen. You mean a little of that refined pork? 

Senator Ropertson. He might cut it a little bit, but I do not know. 

Senator Dirksen. We bave now reduced appropriations for fiscal 
year 1958 and I suppose by rule of thumb perhaps two-thirds of the 
new money would be available for expenditure in that year and the 
rest of it is authority to spend. 

Now, when you do that, of course, and you are spending at a high 
level, never is a distinction made between the appropriations budget 
and the expenditure budget, somewhere you are going to have to 
harmonize it. 

If you do it precipitously somebody is going to get hurt bad and 
some functions will be crippled. 

I thought it was a very proper letter notifying the agency heads 
wherever feasible to begin to bring this thing together a little bit so 
there was not too much of a jumpoff. 

In that respect I thought it was entirely sound. 

Senator Ronertson. That is a charitable interpretation to put on it. 

Senator Dirksen. I thought it was the right interpretation. 

Senator Munprt. I want my good friend from Vi irginia to carefully 
look at the hearings and correct “his remarks because I want him to be 
always on the side of economy and I expected to find him applauding 
Mr. Brundage’s efforts to get economy and not criticizing it. 

Senator Ropertson. I was not criticizing. I did not want to get 
out on a limb. I wanted to cut defense some. 

They said it could not be done, and now they have cut it. Now they 

say the first estimates are really too high. I am just wondering, 
though, whether in 6 bee 4 or 3 weeks is there going to be another 
proposal after they have said, “Why, we just have to have 3, 6, or 
3 billion 4,” the mn they are going to say “We have decided we are going 
to economize.” 

Senator Munpr. Let us not wonder about it. Let us hope they will 
do it. 
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BORROWING AUTHORITY FOR FUTURE FISCAL YEARS 


Mr. Secretary, on page 8 I want to read this paragraph which I am 
not sure I understand: 

Since the fund would be prevented from obligating any funds which it was 
authorized to borrow in fiscal year 1959 and fiscal year 1960 until those years 
came around, the congressional control over its activities would be effective. 
The Congress would not commit beyond its control more than 1 year’s resources 
to the fund at any one time. 

That sounds to me like having your cake and eating it, too. 

Earlier in your statement you said you needed long-range projects, 
that you had to make commitments and obligations for longer term 
projects, and that makes a considerable amount of sense. 

But here it looks to me like you are saying, do not worry; this is 
just 1 year at a time anyhow. 

It either is or it is not. I cannot reconcile that paragraph with the 
rest of the statement. 

Secretary Duties. The need, Senator, is for a likelihood, a reason- 
able likelihood of having these funds made available over a period 
of years. 

Now, there is always a possibility that these funds can be cut off. 
That is the point we are making. That is true today, for example, 
of the Export-Import Bank. They are under the same provisions. 
They have to make an annual report under the Government Corpora- 
tion Control Act. 

If the Congress is not satisfied with the way they are doing their 
affairs, you can cut them off. 

Senator Munprt. It just is not true that Congress would not com- 
mit beyond its control more than 1 year’s resources. 

I think you are asking us to do it. I think if you are asking us to 
do it and we do it we ought to do it with our eyes open and I believe 
if we do what you are asking us to do we are going beyond our control 
beyond 1 year’s resources. 

Secretary Duuuzs. No, sir; because in the authorizing legislation 
that has been passed by the Senate and no doubt will be passed by 
the House, it will be provided that we cannot legally commit for more 
thar $500 million before 1959. 

In other words, the ability to borrow the money for 1959 is not going 
to be used as a basis for any legal commitment before 1959. 

So, at the end of 1958, you will have a report on our operations in 
1958 and be able to form an opinion as to whether we are doing a good 
job or not. 

(EXTENSION OF LOAN PROGRAM TO 1959 AND 1960 


Senator Munpt. If the bill goes through as you want it to go 
through, is it not correct that in 1958 it will commit us to expenditures 
in 1959 and 1960 for completion of a dam which is begun in 1958? 

Secretary Duties. Not out of 1959 or 1960 moneys; no. 

Senator Munpr. Then what do you gain by looking at it every year? 
You do not gain anything. I thought that is what you wanted. I 
thought you “wanted the Tight to talk to the Government of South 
Korea and say, ‘You have irrigation projects that will take 2 years to 
do. That is the most important economic aid to give you. We lack 
authority to go on in that project on year-to-year basis.”’ 
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I thought you were asking for the right to complete a project over 
a period of several years. Am I right? 

Secretary Duties. What we want is to turn the thing around in 
the sense that it will take affirmative action by the Congress to stop 
it instead of affirmative action to grant it. That is almost the differ- 
ence between day and night in conducting these operations. 

There is always a power and we think there should be a power in 
the Congress to ‘stop it. If the thing is going badly and you want to 
stop it, you should have the power to stop it. But we can in fact 
have enough confidence in ourselves that if we are doing a good job 
you will not stop it. That is a very different thing from. having —_ 
1 year’s funds at a time and each year having to come up and get 
affirmative action to get more money. 

Under those conditions we cannot get the cooperation that we need 
with the World Bank or the Export-Import Bank, the private investors 
and the like. 

They are going to be willing to take a chance that you will not cut 
off this capitalization. They are not always willing to take a chance 
you are going to appropriate new funds each year. That is the 
distinction. 


FINANCING OF LONG-TERM PROJECTS 


Senator Munpt. But you have not gotten down to particulars. 

Now, projectwise, how is that going to change you operation? 
Projectwise, is that now going to mean you are going to enter in an 
agreement with foreign countries to finance projects which take several 
years to complete and several budgets to finance? 

Secretary Dutuirs. Those will all be subject to the contingency that 
the Congress does not cut off our authority next year or in 1960. 

Now, that is a risk which third parties are willing to take. The 
other risk of saying we will go ahead with the long-term project even 
though we have only so much money but we are going to ask for more 
money next year—that is a risk which they do not take. 

That may not seem very important in this room because you all 
know what is in your mind and purpose. But whether you have to 
go and get funds by affirmative action or whether it takes affirmative 
action to curtail those funds is a distinction that has much effect in 
operations. 

Senator Munpr. Now, a considerable part of this fund is to be a 
loan fund which envisages repayment. 

Secretary Duties. All of the development fund is for guaranteed 
purposes. 

REPAYMENT OF LOANS 


Senator Munpr. Will you detail to the committee what kind of 
repayments you envision, ‘what kind of repayment schedule? Are you 
going to accept payment in kind; are you going to accept repayment 
in their own money? Is it going to be dollar payment and when do 
the repayments begin? W hat kind of loans are you making? 

Secretary Duties. They would be what is sometimes called soft 
loans in the sense they would be loans where the likelihood of repay- 
ment in dollars is sufficiently dubious so as not to make the trans- 
action one which should properly be done by the World Bank or by 
the Export-Import Bank. 


In other words, we are not going to get into competition with those 
existing institutions. 
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Senator Munpr. Therefore, does your contract provide we will 
accept payments in the local currency, or accept payments in 
materials? 

Secretary Duties. I don’t think there is any provision. There is 
no contemplation of taking payments in materials. There is possi- 
bility of taking payment in terms of local currencies. 


REPAYMENT SCHEDULE 


Senator Munpr. How about your repayment schedule? When you 
make a loan in 1958 when do you start to collect a little interest or a 
little amortization? 

The reason I want to ask that, Mr. Secretary, is that I think one 
big weakness in the State Department’ s loaning program is this: 

Ever y time you make a loan with a government you immediately 
start to tutor them in the worst possible fiscal habits that you can 
possibly train anybody to perform. I think it is tremendously 
important that as soon as you get a loan made that you start with 
some small fractional payments the very next year. Maybe it just is 
one-twentieth of 1 percent, but it gets them in the habit. 

Persistently and consistently the United States trained all the 
countries to whom we loaned money in bad habits, saying ‘‘You don’t 
have to start repayment for 5 years, 10 years, or 20 years.” 

So it is hard for them to start. So if we make a loan, at the end 
of 12 months you have to make a payment. We are doing it to help 
you. Maybe you cannot make a 5 percent payment or 10 percent 
payment. Maybe you can make a half percent payment and the 
next year a little more. You train them to recognize fiscal responsi- 
bility. You make them partners. 

You do not start out as if you were a charitable institution and 
then try to collect. 

I want to suggest very seriously a change in the loaning bases. 
I think we ought to train them for responsibility rather than irre- 
sponsibility. 

Secretary Duuues. In general, I am in agreement with what you 

ay, but I will qualify it to this extent: 

When you are putting up money for a development project which 
is designed to be self-supporting, it is quite customary not only in 
the case of government advances, but private advances as well, not 
to start your repayments until the project actually begins to produce 
some money 

Now, the government to which you are advancing the money 
presumably—and that is the assumption of your operation—does 
not have the money, but together you are going to create something 
which is going to be productive. 

The moment it becomes productive then they should begin to repay. 
It is quite customary in loans of this type made by private banking 
institutions in New York—losns to create a productive plant or 
something of that sort—— 

Senator Munpr. Let us not get the analysis twisted. The bank 
loan is a hard loan and has security to protect it. The analogy would 
be better to say the kind of loans you make to veterans and FHA 


loans where you start making payment the first month you move into 
the house. 











99 MUTUAL SECURITY APPROPRIATIONS, 1958 


PARTNERSHIP THEORY 


True, it takes 20 years to do it, but you and I as Republicans 
believe in this partnership theory, and | think it is good. I think it 
should be applied to foreign countries. 

I do not want to penalize them, make it hard, but if they were 
sharing just a little bit, putting in a few nickels and a few dimes to 
start with and they could see it was growing up a little more it would 
not be any hardship on them and we would be training them in fiscal 
responsibility. 

Otherwise we delude ourselves in talking about loans and saying § 
years from now we are going to trigger off the repayment program, 

We could start the repayment program in the first year. In the 
meantime they have developed a bookkeeping system; they have 
dev eloped a repayment apparatus. 

I just wish you would not brush that off like you do the New York 
bank, because the New York bank is protected by a lot of other 
securities. 

These are not hard loans. These are soft loans. But let us not 
make them so soft that they are all going to fold up, because we 
train them to fold up. 

Chairman Haypen. Senator Stennis. 

Senator Stennis. Off the record. 

(Discussion off the record.) 


ASSISTANCE TO POLAND AND YUGOSLAVIA 


Senator Srennis. Of course, you will have witnesses on the type 
of military aid that you supply, but this Polish and Yugoslavian aid 
is not listed here by number, but comes as it did last year, as I recall, 
in the President’s fund; is that correct? 

Secretary Dutuss. I think that as far as Yugoslavia is concerned, 
military assistance is all covered by prior appropriations. There is 
a slight provision for spare parts and replacements, I am told. 

Senator Stennis. Where do we get into this question about the 
others that may be involved, like Poland? 

Secretary Duties. There is no military assistance, of course, to 
Poland. The present program for Poland is primarily based on Public 
Law 480 and is contingent upon the final action on that bill which I 
think now has been cleared by conference. 

Senator Stennis. It will come through this program? Well, time 
is short, Mr. Chairman. That can be. developed later. I want to 
raise that point. 

Chairman Hayprn. Senator Dworshak? 

Senator DworsHak. No questions. 

Chairman Haypen. Senator Smith? 

Senator Smirx. Mr. Secretary, is there any way that one can know 
the exact amount in dollars, whether it is cost of service or otherwise, 
that is provided to countries like Poland and Yugoslavia? 

I have gone over the list and I know what is earmarked but are 
there not many other ways of money going into these countries? 
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PUBLIC LAW 480 ASSISTANCE 


Secretary Duis. The primary way, which is not involved here 
directly, is Public Law 480. That is not covered by this program. 

Senator Smiru. Is there any way by which we could have the full 
amount in this bill that goes to Poland and Yugoslavia? 

Secretary Duxixs. That is in this bill? 

Senator Smiru. Yes. 

Secretary Dutins. Certainly. There is nothing programed under 
this bill for Poland. There is a slight provision for military and 
special assistance for Yugoslavia. 

(Discussion off the record.) 

Senator SmirH. I would like to personally know, and I am sure the 
rest of the Senators would, when the question is asked how much 
money we are spending on Yugoslavia, to know whether it is the 
figure we see earmarked or whether there are hidden items. 

Secretary Duties. There is nothing hidden, but there are of course 
prior appropriations. 

Senator Smrra. All right. 

(Discussion off the record. ) 

Senator Smiru. Mr. Secretary, the Congressional Record contains 
an insertion by Representative Marguerite Church showing that a 
billion dollars in counterpart funds plus a billion dollars in Public 
Law 480 funds are available for Yugoslavia and other countries. 
Would you verify that? There is still $6.2 billion in the pipeline, 
excluding the $1 billion in counterpart funds, and the $1 billion in 
Public Law 480 funds. 

Secret tary Duties. That is for everything? Not for Poland and 
Yugoslavia? 

Senator Smiru. Yes. 

Secretary Duuuzs. I can’t confirm that. I don’t carry the figures 
in my head. 

Senator SmirxH. Would you, for the committee, or for the chairman, 
give us your estimate of what the full amount would be? 

Secretary Duties. Certainly. 

(The information being classified, was filed with the Committee.) 


LETTER FROM BUDGET DIRECTOR 


Senator Smitru. Mr. Secretary, my confusion over the budget and 
what the President actually w ants has not been helped by the letter 
from Mr. Brundage. I have been reading it and rereading it and I 
noticed that he says: 

_ For all appropriations, however, there should be a critical analysis of all activi- 
ties, and advantage should be taken of every possibility for reductions, apportion- 
ments in all cases should be consistent with “allowable” sums being used in plan- 
ning the 1959 budget. The sums available in excess of minimum needs will be 
placed in reserve for contingencies. 

Now, I gather from Mr. Brundage’s letter that the apportionment is 
to be decreased considerably. Does that mean that the 1959 budget 
will also be decreased? 

Secretary Duties. I don’t know whether apportionments are 
going to be decreased or not. As far as the State Department is 
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concerned, we have assurances from the Bureau of the Budget as far 
as our first quarter is concerned that there will be no decrease in the 
apportionment and that our apportionment will be on a basis higher 
than the comparable basis last year. 

In other words, this letter of Mr. Brundage is a letter written by a 
gentleman who is very properly anxious to save money at every pos- 
sible point he can. But he does not override the decision of the Presi- 
dent and the heads of the major departments as to what is necessary 
for the safety of the United States. He said if it is feasible to save 
money, do it, but in this case, it is not feasible. 

Senator Smit. Then I understand that apportionments are going 
to be greater and if the apportionments 

Secretary Dutues. I am only speaking about my own Department. 
I cannot talk about others because I don’t know. 





INCREASE IN APPORTIONMENTS 





Senator SmitH. We are talking about your business. Now, if the 
apportionments are going to be increased instead of decreased, and 
the apportionments are going to be used for planning the 1959 budget, 
then we have every right to believe that the 1959 budget for your 
Department will be even more than the present one. 

Secretary Dutuss. I think so; I hope so, because our responsibilities 
are growing by leaps and bounds and we cannot operate on the same 
budget. 

I pointed out here we have 20 new countries to deal with that we 
did not have a few years ago. 

Senator Smirx. Of course, we were planning originally, as has been 
stated and restated, that these people would get on their own feet and 
gradually be self-supporting and that money should go to the other 
20 countries. 

Secretary Duties. I was talking about the State Department op- 
erating budget. 

Senator Smirn. Yes; that is what I was talking about. 

I have one more question, Mr. Secretary. 


DEVELOPMENT FUND BORROWING AUTHORITY 





In your statement, at the bottom of page 7, you say: 


To secure this needed assurance of further resources, we propose that the 
development fund have not only an appropriation of $500 million for fiscal year 
1958, but also authority to borrow specified sums from the Treasury in the 2 
following years. 

I would take it from that statement that if you get that authority— 
the authority to borrow that—the appropriations would necessarily be 
lower. Is that correct? 

Secretary Duties. For future years? 
Senator Smirn. Yes. 

Secretary Duties. Yes. 

Senator Smirx. Thank you very much. 





EFFECTIVENESS OF PROGRAM 


Senator DworsHax. Mr. Secretary, my memory takes me back 
about 10 years, 1948, when in this room this committee provided the 
funds to implement the first year’s program under the Marshall plan. 
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At that time we were led to believe that within 3 or 4 years we would 
attain our objectives and that the financial burden would become 
decreasingly heavy upon the United States. 

In this intervening decade we have spent $60 billion. 

I point to page 1 of the Mutual Security Act report by the Senate 
Committee on Foreign Relations, and I read that under this mutual 
security program military assistance only is being provided to 10 
countries, military and economic aid for 28 countries, economic aid 
only for 21 countries. 

Now, we were told that we were taking a calculated risk a decade 
ago when we initiated this extensive aid program. 

I am wondering now whether there has been any success, in view of 
the expenditures of $80 billion, or whether, as has been pointed out 
recently by you, I think, and probably the President and others, we 
must face the likelihood of continuing this program of aid abroad 
indefinitely, if not permanently. 

Now, if we had been successful after spending these billions of 
dollars, is it consistent to say that we have to assume even greater 
burdens in the future? 

Secretary Duutuss. I do not say that we have to assume greater 
burdens in the future, but I do say that as long as this danger exists we 
should use the most economical means that we can find to surmount 
that danger. I believe that this mutual security program is the great- 
est economy that the United States can possibly find. 

I don’t think of it as an expense. If you cut this out the replace- 
ment of it will be many times what you cut out here. 

You get more for your money this way than any other way you can 
spend it. 

PROBABLE RESULT OF FAILURE TO PROVIDE AID 


Senator DworsHax. What would happen if the United States 
faced economic conditions which prevented us from providing aid 
abroad? Would these beneficiary countries continue their self-inter- 
est, self-preservation, self-defense against Communist aggression, or 
become neutral—what would happen under those circumstances? 

Secretary Duturs. Under those circumstances the likelihood is 
that the United States would not have available to it the cooperation 
of effective forces abroad or the bases abroad upon which our military 
strategies are presently based and we would have to invent a new and 
more expensive strategy for the safety of the United States. 

I think these countries that you are speaking of would probably 
do the best they could do to maintain themselves on an isolated basis. 
They would not be able to do so effectively any more than the Re- 
public of Korea was able to save itself by standing alone. The rest 
of the world had to come to its help. It is better and cheaper to make 
that help available and know that it is going to be there in advance 
than have to come in afterwards as we did in Korea. 

You speak of 1948, but quite a few things have happened since 
1948, such as the war in Korea. 


MILITARY AND ECONOMIC AID TO SOUTH AMERICA 


Senator DworsnHak. I am looking at the same report of the Senate 
Committee on Foreign Relations and I observe that in South America, 
with probably 1 or 2 or 3 exceptions, we are furnishing them military 
as well as economic aid to a few countries. 
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I do not believe that economic conditions in South America are so 
deplorable that they would be defenseless and would be found wanting 
insofar as their self-preservation is concerned if we did not give them 
aid. Do you think it is essential that we continue indefinitely to give 
South American countries this economic and military aid? 

Secretary Duttzs. A very small amount, Senator, of economic aid 
and assistance is given to South America. In the main they operate 
as far as we are concerned on a self-reliant basis on private loans, on 
loans from the Export-Import Bank where there is a very good record 
of repayment. 

There are 1 or 2 emergency situations that have arisen—I think 
Bolivia is one—where we have given economic assistance. 

Senator DworsnHak. I hope that is not a reward also to Bolivia 
for expropriating our tin mines, is it? 

Secretary Duties. No, but we do not think that we ought to let 
Bolivia go down the drain and become Communist even if they do 
something we do not like. 

Senator Dworsnak. I have just one more question, Mr. Chairman. 


AVAILABILITY OF NUCLEAR WEAPONS TO NATO 


Recently I read a statement by you, Mr. Secretary, that nuclear 
weapons may be made available to NATO nations. Would that be 
an extracurricula operation or would that aid be a part of this mutual 
assistance military aid? 

Secretary Duties. That would presumably be weapons that are 
provided for the United States forces under our own defense program 
and which we would hold in Europe for use of either ourselves or if 
war should come and we deemed it expedient we would also make them 
available to our allies. 

That is a program which is far from realization at the present time. 
It is merely being studied. 

Senator Dwonsnak. Is it not true that a few years ago it was 
considered unwise to make available to European allies any of our 
nuclear weapons and bombs; is that true? 

Secretary Duties. Yes, and the present act makes it unlawful to 
turn over such weapons to any foreign country in time of peace. The 
present program which you allude to does not involve turning them 
over, but it would involve keeping them in the custody perhaps of 
some of the American forces in NATO 

Now, conceivably, we might want to come back for some change 
in that law, but I do not think that is likely at the present time. 

Senator Dworsuak. It does not involve legislative change; it is 
administrative policy? 

Secretary Duties. That is correct. 

Senator Dworsnak. Mr. Secretary, I have a high regard for forth- 
right planning and integrity. I know you are held in high regard 
throughout the world, but I am just wondering if you do not feel that 
we are rendering a disservice to some of these beneficiary nations by 
our failure to insist upon a greater participation. I do not mean 
percentagewise, but | mean a realization on the part of these nations 
which have been assisted by us during the past decade, that they must 
face the necessity of self-preservation and self-defense, because they 
believe in it, not because we are furnishing aid. 


i 
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I would not be so unkind as to say we are bribing them, that would 
be unkind, but I am wondering if we are not defeating our mutual 
objectives, our mutual goals, when we continue to make available this 
money instead of insisting that they become more self-reliant. 

Secretary Dutuns. Could we have this off the record? 

(Discussion off the record.) 

Senator Dworsnak. I think that on the basis of your replies, Mr. 
Secretary, you certainly are implying that we must continue in- 
definitely providing both military and economic aid for these countries 
which are allies of ourselves. 

Secretary Duuuss. I believe that as long as we find it necessary to 
provide large sums for the security of the United States, the provision 
of this assistance will be a necessary part of that program. 

Now, if you say to me, when will it be possible to end the military 
appropriations for the Defense Department, I will say to you, as soon 
as that happens you can cut this program out at the same time. 

Chairman Haypen. Thank you for your appearance, Mr. Secretary. 

(Thereupon, at 12:55 p. m., Wednesday, July 17, 1957, the com- 
mittee was recessed, to reconvene at 10:30 a. m., Thursday, July 18, 
1957.) 
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THURSDAY, JULY 18, 1957 





Unitep States SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The committee met at 10:30 a. m., pursuant to recess, in room 
F-37, Hon. Carl Hayden (chairman) presiding. 

Present: Chairman Hayden, Senators Chavez, Ellender, Hill, 
Robertson, Pastore, Saltonstall, Knowland, Mundt, Smith, Dworshak, 
Potter, and Ives. 


INTERNATIONAL COOPERATION ADMINISTRATION 


STATEMENT OF HON. JOHN B. HOLLISTER, DIRECTOR, AND 
LEONARD J. SACCIO, ASSISTANT TO THE DIRECTOR FOR CON- 
GRESSIONAL PRESENTATION 





GENERAL STATEMENT 


Chairman Haypren. The committee will come to order. 
Do you have a statement, Mr. Hollister? 

Mr. Houutster. I have, Mr. Chairman. While I realize you have 
copies of it, still I would like to read it because it gives an opportunity 
to the members to consider parts of it as I go along and perhaps be 
ready to ask questions they think will be most helpful. 

Senator ELLENDER. Questions at the end? 

Mr. Houurster. Whatever the chairman wants. 

Chairman Haypen. If you have questions, you might as well ask 
them at the time. 

Mr. Ho.utster. I appreciate the opportunity of appearing before 
this committee to present to you an outline of the request being made 
for appropriations for the mutual security program. 

Because the bill authorizing the appropriations has not yet been 
enacted, I shall refer to both the original request for appropriations 
made by the President in his message to Congress and various modi- 
fications made so far in the legislative process, and in doing so, include 
in my explanation the major changes which the President has proposed 
in the mutual security authorizing legislation. 

Turning first to the amounts being requested, I should like to show 
a table which will indicate the proposed division of accounts for 
fiscal year 1958 between these four major categories of aid. 

That, I think, is as simple as we could get it as to what the request 
was that was made this year. 
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I have also a chart to compare these accounts with our fiscal year 
1957 appropriations and a table which traces the history of the 1958 
request since it has been in Congress. 

Senator EttenperR. Mr. Chairman, would it be advisable to put 
that in the record? 

Chairman Haypen. You could make a copy of it and put it in the 
record; could you not? 

Mr. Houtister. I think we have small copies for all the members 
of the committee, but it would be very well to have it in the record. 

Senator ELLeENpER: I do not care to have the chart put in the record 
as you have it, but an explanation of it is sufficient. 

Mr. Houutsrer. | will go ahead with my explanation. 

Senator Ettenper. Then I will withdraw my suggestion. 


FUNDS FOR DEFENSE ASSISTANCE 


Mr. Houuisrer. On the chart let me begin by taking up defense 
assistance, which includes both military aid and defense support, 
You will note that under this arrangement total defense assistance 
requested by the President is $2.8 billion: $1.9 billion of military 
assistance, plus $900 million of defense support. 

Both these sums are requested on a no-year basis, in the same way 
in which our regular defense appropriations are made. 

A representative from the Department of Defense will give the 
details on the military-assistance figures. 

As to defense support, the $900 million represents a reduction of 
over $250 million from what was appropriated for fiscal year 1957. 
This is because the new definition for defense support excludes 
amounts designed for the purpose of promoting economic develop- 
ment. We estimated that $900 million would be needed to assist 
these countries to make their contribution to the defense of the free 
world. 

Against this request only $800 million was authorized by the 
Senate. 

DAMS IN FORMOSA AND SOUTH KOREA 


Senator Ettenper. Mr. Hollister, are we to understand that de- 
fense support money will not be used to continue the erection of the 
big dam in Formosa and the completion of the dam in South Korea? 
The one that was damaged by bombing during World War II. 

Mr. Hoxuister. I would say not. In general the defense support 
activity would be the shipping in of commodities to generate local 
currencies which are used for particular purposes in connection with 
the military or to maintain the economy of the country so that the 
agreed level of forces can be sustained. 

“Senator ELLENDER. W hy do you say that in general? 

Mr. Hotttster. It is because there might be some side aspect of 
it that would be a direct military application. 

Senator Ettenper. You are familiar with the dam being built in 
Formosa? 

Mr. Houuister. Yes. 

Senator ELtenperR. As I understand, in this budget there is pro- 
vided $5 million as a grant in order to erect this dam? 

Mr. Houuster. Is that in our special assistance? 
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Mr. Saccio. No, it would be planned in defense support. 

Senator ELLENDER. In other words, you are using the defense 
support money. 

Mr. Saccio. Special assistance would be something that is not yet 
programed. 

Mr. Houutster. If the development loan fund is made available 
there will certainly be things of that kind which will be put in the 
development loan fund. 

Now, the decision has not yet been made with respect to particular 
projects in particular countries. 

Offhand, I would say that matters involving the erection of a dam 
for power purposes w ould generally not come out of defense support 
unless it is necessary to maintain the economy of the country. 

Senator ELLeNpDER. It has been planned over the last 2 years and 
it has been started. 

Mr. Hou.ister. Senator, if you want to discuss the details of the 
individual projects, you would want to wait until we get our man 
from the Far East to give full details on that. 

Senator ELLENDER. I would like to get the details on the use of the 
funds provided by Congress for defense support. 

Mr. Ho.uister. In general, it will be used through an economic 
process to acquire the currency which will be used in the countries 
involved for purposes which are military in nature. 

The building of a road, the building of a barracks, the payment of 
troops, things of that kind; that is in general what this fund would be 
used for. 

In addition, it will have in it other activities carried on in countries 
where we have bases on the theory that this is necessary to help the 
country where we have military facilities. 

(Discussion off the record.) 


SUBSIDIZING RAILROADS AND UTILITIES 


Senator ELLenpER. Will any part of this money be used to sub- 
sidize the railroads in South Korea, as has been done in the past? 

Mr. Houutsrer. To the extent that the subsidizing of those rail- 
roads involves the support for the armies, it probably would be, 
Senator. 

Senator ELLENDER. How about subsidizing the use of electricity 
in South Korea? 

Mr. Houurster. I would give the same answer. 

Senator ELutenper. You would give the same answer, although the 
legislature of South Korea refuses to raise the rates because it is a hot 
political issue—— 

Mr. Houuister. They have raised the rates. 

Senator EiLtenper. I know that, but still they are much lower than 
the cost of manufacturing that electricity. 

Now, will any part of this amount be used in order to further sub- 
sidize and continue the subsidization of the average use of electricity 
in South Korea? 

Mr. Houutster. It devends on what you mean by subsidization. 

Senator ELLENDER. What I mean is that customers do not pay for 
the actual cost of producing the electricity, and that we step in and 
pay the difference, 
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Mr. Houuister. It is necessary in Korea, as you well know, because 
you know Korea pretty well, to do a great many things in order to 
carry on the economy of the country. 

We do not always get the results we want in dealing with the 
Korean Government. We have pressure on them all the time to 
improve their procedures, to bring about the kind of changes you are 
mentioning which we think are sound, and we are making substantial 
progress. 

We feel that we have to continue our activity in Korea in very much 
the same way as we have in the past if we are going to maintain our 
situation there and keep the country at least on an even keel. 














































FLOUR MILLS IN SOUTH KOREA 


Senator ELLenpER. That will be done notwithstanding the fact 
that South Korea has never produced more agricultural products than 
she is now producing and that she is better off now than she has ever 
been. I am wondering to what extent this money will be used to 
subsidize the flour mills that you have built in South Korea. 

Mr. Houutsrer. Senator, | would much prefer when you get into 
the details of the individual projects that you get a man who knows 
the country better than I do. 

Senator ELLENDER. I thought you knew something about it because 
you have been there 2 or 3 times. 

Mr. Houutster. I have been there only once and it was 2 days 
and I learned as much as I could in that sbort time, but it is not 
easy to learn about every one of these projects going on in every one 
of these countries by a brief visit. 

I am sure the committee will get better information from the special- 
ists on the different regions. 

What I am trying to point out is that we have made as good an 
effort as we can to separate in the coming year that kind of economic 
activity which we sincerely believe is involved in the defense effort 
of a country from that kind of economic activity which tends to 
develop that country economically. 

Now, there is no perfect rule of thumb that vou can lay down in 
any particular country to decide what drops into one category and 
what drops into another. 


TOTAL REQUEST FOR DEFENSE SUPPORT 


As I have pointed out here, whereas for 1957 the defense support 
item was something over $1,100 million and it would have been, we 
estimate, about $1,150 million for 1958 under the old procedure, we 
have taken out of that some $250 million which we felt properly 
belonged in the development area and asked for $900 million as the 
defense support item. 

Senator ELtenpEeR. How will that development area be taken 
care of? 

Mr. Ho.tister. It will have to be taken care of either through 
the development loan fund or through the special assistance fund which 
we are also asking for because there will be some cases where we will 
not be able to do it on a loan basis. 

We are going to try to do everything we possibly can in the develop- 
ment area on a loan basis, but there will be some cases where it will 
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be necessary for one reason or another to use the special assistance 
funds even perhaps in a manner which involves development. 


DEFENSE SUPPORT-—GRANT OF ECONOMIC AID 


Senator ELuenpEer. Mr. Hollister, will you concede that the so- 
called defense support appropriation is no more than a grant of 
economic aid? 

Mr. Houuister. I do not quite know what you mean, Senator. It. 
may well be that in the special assistance area we might have some 
funds in some country used in the same manner as the defense support 
funds are used. 

But what we are trying to point out is that the amount which we 
have asked for for defense support for the coming year, while supplied 
to a country under the machinery of economics in order to provide the 
local currency which we need there, is, we feel, essentially tied up 
with the defense effort. 

Now, there may be other things done that are not tied up with the 
defense effort. When those are done they will be dropped in the de- 
velopment loan category or the special assistance category. 

We feel that in asking for $900 million we are asking for things 
that are essential in order to bring about the defense needs of these 
countries, and that is largely, as you know, Korea, Vietnam, Turkey, 
and one or two others, where these large armies are kept in the field. 


CLOTHING AND FOOD FOR SOUTH KOREAN SOLDIERS 


Senator ELLENDER. Now, Mr. Hollister, you stated a moment ago 


that a part of this $800 million, for defense support, will be used to 
pay South Korean soldiers and to help cloth and feed them. 

Mr. Houuistrer. I assume that it would go to something of that 
kind. 

Senator ELLENpDER. President Syngman Rhee was incensed when 
I told him that. He said the Korean Government did it and not the 
United States. 

Mr. Hoxuisrer. [ am not prepared to tell you whether this money 
goes directly that way. ‘The Korean Government obviously is 
able to carry only a small part of the cost of keeping the several 
hundred thousand men that they have in the field, I think some 
——— men. 

The Korean Government cannot with its own resources pay, feed, 
cloth, and supply them with everything that is necessary, unless they 
get some help from us. 

Now, whether or not the proportion of what goes into the military 
budget. supplied by the Koreans happens to be in the line of pay or 
clothing or food, or in the building of barracks or building of a road- 
way or something, is not really very material. We have to contribute 
a certain amount which we call defense support in order to maintain 
that situation without retrogression. 

When it comes to anything over and above that area we believe 
that ought to be put in the area of development assistance because it 
helps to move the country forward rather than merely keeping it from 
retrograding as a result of the enormous cost of maintaining such a 
defense position. 
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MILITARY AID FOR WESTERN EUROPE 


Senator ELLENDER. For Western Europe, $338,509,000 in military 
aid, is being pm gure notwithstanding the fact that we have spent 
to date over $30 billion in assisting them to revitalize their industry 
and their agriculture. 

Now, how can you defend this, Mr. Hollister? 

Mr. Houuistrer. Senator, I will make a general statement, but the 
details of that part I believe would be better handled by the military 
people who will be before you. 

I will merely say this: that the proportion of what these countries 
do in this joint protection field is very much greater than what we do. 
We have felt that it is wise to continue to contribute a certain portion 
to mutual defense because we believe that what we are doing there 
contributes to the general defense of Europe, which also benefits us and 
benefits us very materially, and, therefore, there are certain items 
which we not only are justified in giving, but are really almost required 
to give in order to maintain on a sound basis the joint defenses which 
we have with our allies. 

Now, the details are something which I would rather have the 
military people give you. 


MARSHALL PLAN GOAL 


Senator ELLeNprER. The general purpose of the Marshall plan was 
to rehabilitate Europe and put her on her feet so that she could help 
herself. That does not seem to be the situation now although we 
have spent in excess of what we had first anticipated spending. 

Not only are we carrying our own military burden which takes 
around 65 percent of our budget, but we are actually taking care 
of almost 30 percent of the military budgets of the NATO countries. 

How can you justify that? 

Mr. Houutster. I think you are wrong in your figures, Senator. 
I don’t think it is anywhere near 30 percent, but I haven’t the figures 
before me. I am sure we can get them for you. They will be given 
by the military people. 

Senator ELLENpER. As to the amount of contribution, I am satisfied 
that none of them put out the effort that we do by any means. 

Mr. Hotuistrer. You are referring to gross national product, or 
population? 

GROSS NATIONAL PRODUCT 


Senator ELLENDER. Gross national product is a phony to me 
because you can make your gross national product skyrocket from 
$400 billion to $500 billion, simply by keeping prices up, Mr. Hollister. 

But when you consider the quantity of production you have a better 
gage for comparison. 

For us to base our assistance on the gross national product, as I 
have said in my report, it is a pure phony. You cannot use that asa 
basis. 

Mr. Ho.utsrer. Senator, I did not say that should be. I can give 
you figures on gross national product. I can give you figures on 
population. I can give you proportionate figures as to what their 
budget is for defense as against what we contribute and so forth. 
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I was merely wondering if you wanted me to get a table of that kind 
to bring up to you? 

Senator ELLenpeR. I am familiar with the tables they produce. 
It is all based on gross national product. 

A country’s gross national product may soar as a result of inflation 
while its production actually decreases, ears gross national prod- 
uct has little meaning as a basis for comparison of contributions made. 


DETERMINATION OF END USE OF DEFENSE FUNDS 


Senator Smirx. Mr. Hollister, in answer to Senator Ellender’s ques- 
tion about the defense money going into a dam or highway or barracks, 
who makes that determination? 

Mr. Hotiisrer. You mean as to the actual end use of the money? 

Senator SmirH. Yes. 

Mr. Hotuister. That would have to be made by us in connection 
with the Korean Government and in connection with the mission. 

Senator Smrrx. Who would determine whether or not it is a defense 
need? Do you or do the military? 

Mr. Houuister. It would be a combined thing, of course. The 
military people would recommend as to what the needsare. It would 
be up to the economic people to decide how these needs should best 
be satisfied. And it would be up to the political people to decide 
the overall political considerations, which must always be overriding, 
and it is a cooperative effort; we are in full discussion and coordination 
all the time on things of that kind. 

Senator ELLENDER. I can see why a dam might be necessary in 
the defense of the country. Who would decide whether the money 
should go into that dam? Would that be a cooperative effort? 

Mr. Ho.uister. It would be a cooperative effort; yes. 

Naturally, in the countries in which we work we do not try to 
order them to do any particuler kind of thing, just as we don’t 
always give them what they want. 

We try to work out in every country a program which is mutually 
satisfactory, one which we think is sound from an economic point of 
view and one which the country itself welcomes. 

Senator ELLENDER. Who will make the decision concerning the de- 
fense needs exclusive of economic needs? 

Mr. Houuister. Well, around the world the defense people, of 
course, come up with their recommendations, but we have to check 
those recommendations not so much from the actual military require- 
ments as the effect that fulfilling military requirements have on the 
country from an economic pomt of view. 

One of the things that is continually under review in the executive 
branch is the dram on the economy of the countries and, therefore, 
indirectly, on our country, which is affected by certain force goals. 

Are the force goals which the military say are essential to fulfill 
the foreign policy of the United States larger than they should be? 


BREACH OF ARMISTICE BY NORTH KOREANS 


You are familiar from the papers that there is in Korea today a new 
approach to the picture under which new types of weapons are being 
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shipped in because of the breach of the armistice made by the North 
Koreans which may change materially the whole situation. 

The economic factors in that will have to be considered by the 
economic people and, of course, the political people have to handle 
the whole thing with the Korean Government and get their general 
approval of what we are trying to do. 

Does that answer your question? 

Senator SmirH. Yes. 


DEFENSE SUPPORT UNDER MILITARY 


Senator ELLeENpER. Pursuing the question of Senator Smith, is it 
not a fact that it was only in the last 2 years that this defense 
support portion has been put under the military, but 1CA still 
handles it? 

Mr. Houurster. It is not under the military, Senator Ellender. 

Senator ELLENDER. I mean it is handled by ICA and the military 
is not called in to determine whether you are going to spend it here or 
there, or over yonder. It is spent in the same manner as all other 
economic aid has been spent over the past few years, is that not true? 

Mr. Houuister. I am not enough familiar with several years ago, 
Senator. All I can tell you is what has gone on in the last 2 years. 

Today the military gave three recommendations as to certain things 
which are necessary in a particular country. 

Senator E.uenpser. Insofar as hardware is concerned? 

Mr. Houurster. And in addition to some of the other things that 
may be necessary. If barracks are needed, if pay is needed—— 

Senator ELLeENDER. Airports and things like that, that is true? 

(Discussion off the record.) 


Thailand is protected by Cambodia and Laos on both sides. If we 
can hold them neutral even we can hold the confidence of Thailand. 

Mr. Houuister. Not only that, but the whole thing spreads like a 
brush fire. 

Senator E,ttenper. As I remember the figure, Laos has 1% million 
inhabitants. 

Mr. Houutster. The King claims 3 million, Senator, but nobody 
has ever counted them. 

Senator EttenpER. We have a man in Laos from Illinois who is 
trying to teach them how to grow better grass. I made that discovery 
when I visited there last year. 

Chairman Hayprn. Do you advocate abandonment of Laos? 

Senator ELttenper. No, I am not saying that. I am just trying to 
indicate how the money is being spent and the American people are of 
the belief that when you speak of defense support it means you are 
furnishing things other than economic aid. 
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Mr. Houuistser. That is largely the difficulty with the terminology. 
We could just give them dollars in every one of these countries where 
we are giving help, but all that would happen would be that those 
dollars would be transferred to the foreign currencies 

Senator ELLENDER. We did not do that 


DEFENSE SUPPORT OPERATIONS 


Mr. Ho.utster. Could I finish es to why this matter has an eco- 
nomic aspect which is not always understood? 

If we just give the dollars, then the dollars are transferred into the 
foreign currencies which are needed. You will have those foreign cur- 
rencies spent in a country where there is practically nothing to 
buy. ‘Then you have an inflationary spiral. 

By sending in commodities which they buy with dollars, by letting 
them sell the commodities in the countries they generate the local 
currencies, which in turn are spent there. This sops up the buying 
power, and it holds down the inflationary spiral. 

The purpose of the whole exercise is to generate local currencies in 
these countries, which in turn are spent for these military purposes. 

So we call it defense support because it is intended for a military 
purpose. 

Senator ELLeNpDER. I agree with what you say, but the manner 
and method of spending that money today is the same as it was when 
the program was first started. 

Mr. Houutster. Is that wrong? 


RATE OF EXCHANGE, LAOS AND CAMBODIA 


Senator ELLtenper. I think it is to some extent, for this reason: I 
came across areas in Laos as well as in Cambodia where the rate of 
exchange was 35 piasters to a dollar. 

Do you know what it was out on the streets and at the bank? 

Mr. Hotutster. About 80 or 90. 

Senator ELLtenpEer. No; 105. You could get 105 piasters for a 
dollar in Hong Kong. 

Mr. Houutster. In Hong Kong, but not in the bank. 

Senator ELtenperR. That just shows that you have made the rich 
richer in that area. That is what you have done. 
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Mr. Houuister. What you say is entirely true as a basic fact. 

Senator ExLtenperR. As a what? 

Mr. Houutsrer. As a basic fact. However, the importer does not 
necessarily make that spread. In the first place, he has to put up 
his money. He has to take some chances. 

We are trying to work out in these countries where that happens 
(and there are four countries, I believe, where you have the same prob- 
lem), various systems under which it costs the importer a certain 
amount in addition, which is taken out of the spread, in order to be 
able to do business, pay taxes, import licenses, things of that kind. 

We cannot order a country to devaluate its currency. We are 
putting pressures on them to devaluate currencies sufficiently, and 
we also are putting pressure on some of these countries to have the 
import licenses sold on an auction basis so that the importer in order 
to get the import license to import these things which you say he can 
buy cheaply and sell dear, will pay for the privilege and, therefore, 
again contribute to the amount of local currency which is generated 
by this whole process. 

It is not an easy thing to do. It is the hardest thing in the world to 
work in these countries where they just don’t understand our methods 
of procedure. 

Senator EttenpErR. Mr. Hollister, how can you defend this proposi- 
tion before the committee. You give dollars to the banks and get 35 
piasters for each dollar, which are used to pay our own people. The 
same banks can then go to Hong Kong and trade a dollar for 105 
piasters How can you say to this committee that ought to be con- 
tinued? 

I do not know what I would do, but I certainly would not counte- 
nance it for a minute. 

Mr. Ho.uisrer. Senator, it is not quite as simple as that. I don’t 
think those banks can take dollars and in 1 minute transfer them at 
arate of 105. It is true that the rate in Hong Kong for the piaster, 
they tell me, is 105, but that is a rather limited rate and that is not 
the rate you can get the money for—— 

Senator ELLENDER. It is about 90 locally; it is not much different. 

Mr. Houuister. What I am pointing out is that the figures which 
look so scary when first-given out, by the time you take all the other 
factors into consideration, don’t show nearly as big a spread as some 
people think. 

Senator ELLenp:Er. I still think that the present method cannot be 
justified before this committee. 

Mr. Houutster. Senator, all I can say is that we are working on 
the problem and if you could work out and tell us some better 
method to accomplish the purpose we are trying to accomplish, we 
will fall on your neck. 

We have tried out everything we possibly can think of. We know 
mistakes are being made; we know there are abuses. 

Of course, with this amount of money being expended around the 
world there are some places where there are venal people who will take 
advantage of it. We are doing the very best we can to stop this. 

I think we are improving our procedures all the time, but we don’t 
feel we can pull out of this area and we do feel in order to maintain the 
defense position that we now have there, that we have to proceed very 
much along the lines which we are now proceeding. 
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ALLOCATION OF FUNDS FOR CAPITAL INVESTMENT 


Senator Dworsnax. Mr. Hollister, pursuing the inquiry made by 
Senator Smith, I recall that while visiting in Korea last September 
I saw many capital investment projects which had been made. I 
should like to ask you: Who makes the decision to allocate funds for 
such development? The director of the mission in that country, or is 
the final determination made here in your office? 

Mr. Houuister. For anything of a major size the final determina- 
tion is here. We have given certain latitude in minor matters to the 
mission, to save time. 

Senator DworsHak. But not on capital investments? 

Mr. Hou.ister. But not on capital investment, 

Senator Ropzrtson. Mr. Chairman, I would like to make this 
observation in connection with the question of whether it is easy to 
decide what is or what is not a defense operation. 

We have plenty of problems right here at home. We are buying 
over $600 million of aluminum and nickel that we do not need. We 
have a 5-year supply of each as a defense proposition. 

Now, the alert the other day said 30 million people killed the first 
day and 5 million the next day. There will not be many left. 

Yet we have 5 years’ supply. We are buying aluminum, tungsten, 
manganese. The steel industry is operating 20 percent below capacity 
and ODM has a quick writeoff pending as a defense operation. 

So this thing has considerable ramifications. Even Oxbow and 
Brownlee, two relative small dams, were first listed as necessary to the 
defense. They were given a quick writeoff but some little question 
arose then as to w hether it was advisable to keep it, or not, and it 
was given up voluntarily, but it was given to them as a defense 
proposition. 

Senator Dworsnak. I will not engage in an argument with you, 
but someday the real facts will be revealed, I am sure. 

Mr. Houuister. Do you want me to go ahead with my statement, 
Mr. Chairman? 

Chairman Haypen. Yes; you may proceed. 

Mr. Houuisrer. The next major item in the program is $500 million 
for the development loan fund. This is the minimum amount that we 
believe is needed to launch this fund’s operations this year. 

Then there is technical assistance of about $152 million for the 
bilateral program, and $17 million for our contribution to the multi- 
lateral program. That is, the United Nations and Organization of 
American States. 

SPECIAL ASSISTANCE 


The final major item is special assistance, for which we requested 
$300 million. This includes a $200 million emergency fund usable 
either for the military or the nonmilitary side of the program. The 
Senate reduced this figure from $300 million to $250 million, while 
the Foreign Affairs Committee recommended $275 million. 

In addition to these major categories, the mutual security program 
includes a number of smaller programs totaling $96 million. 
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You will have noted that, of the 4 major categories under this 
program, 3 involve changes in present methods of accomplishing our 
purposes: Defense assistance, the development loan fund, and special 
assistance. I will now discuss each of these in more detail. 


DEFENSE ASSISTANCE RECOMMENDATIONS 


The President has made three recommendations as to defense as- 
sistance: one that funds for both military assistance and defense sup- 
port be appropriated in the regular Department of Defense budget; 
two, that defense assistance be authorized on a continuing basis; and 
three, that these funds be appropriated on a no-year basis. 

The first recommendation springs in large part from the fact that, 
as nearly all of the studies which have been made of the mutual 
security program over the past year have stressed, great confusion 
has resulted from failure to point out clearly those categories of the 
program which are military in purpose. 


SENATE SPECIAL COMMITTEE REPORT 


Because of this, the report of the Senate Special Committee To 
Study the Foreign Aid Program concluded: 

The important point is that, whatever form the legislation takes, the purposes 
of each type of aid should be clearly demarcated, and expenditures of funds ear- 
marked for each type should be directed to its specific purposes. Unless this is 
done, it will not be possible for the people of the United States or the Congress to 
understand either the distinct objectives or the magnitude of the various pro- 
grams. It will not be possible to form an evaluation of their varying efficacy. It 
will not be possible, in short, to control these programs in a responsible fashion. 


The President, in his message to the Congress, stated that: 


* * * to remove uncertainty as to the character and purpose of our aid, I 
recommend a clear separation of military and defense support assistance, on the 
one hand, from economic, development assistance, on the other. 

To make this separation plain and understandable, the President 
has proposed that defense assistance appropriations—both military 
assistance and defense support—be appropriated to the President as 
a separate title in the regular Department of Defense budget. 

The President explained this recommendation, saying: 

Our expenditures for defense assistance differ neither in basic purpose nor 
character from those for our own Armed Forces. Once incorporated in our own 
defense budget, they will become recognized here and abroad—as, indeed, they 
should be—as part of the military effort of the United States. 

The President pointed out that defense support exists for a military 
purpose, to make it possible for countries to maintain forces, in some 
cases to make possible some other specific contribution, such as 
provision of base facilities. 

Such defense assistance is just as essential to the military force or 
maintenance of base facilities as military equipment and training 
provided a country. 

Since both forms of mutual defense assistance are aspects of the 
total United States posture and strength, they should be treated 
together legislatively and in the same legislative framework as other 
United States defense outlays. 

Most people assume that defense-support assistance is to accom- 
plish an economic objective. The fact is that, if it were not for the 
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military purpose of maintaining the forces we have mutually agreed 
upon or military facilities for the common defense, such expenditures 
could not be justified. Confusion arises because, under present 
budgetary procedures, the public has no way of clearly recognizing 
that this assistance, though economic in form, is necessary to accom- 
plish the defense objectives of the mutual security program. 

Senator ELtenpER. Mr. Chairman, I would like to ask questions 
on this, but I am going to defer until those in charge of the program 
come before us. I would like to have pointed out how this money is 
going to be used in each country. 

Mr. Houuisrer. The defense support? 

Senator ELLENDER. Yes. 

Mr. Houuister. We will have that. 


DEFENSE SUPPORT IS ECONOMIC AID 


Senator ELLeNpER. The President, in making his observation that 
this is military aid, would be sadly disappointed if he knew that de- 
fense support is no more than a direct grant of economic aid. 

Mr. Ho.uster. You understand, Senator, that defense support, 
as it has been called in the past, has included in it a very substantial 
amount of development assistance. 

That is why we changed it. 

Senator ELtenpER. The defense support appellation has been 
given because the American people are getting tired of grants. How- 
ever, no matter what it may be called, the nature of the aid has not 
changed; it remains an economic aid grant. 

Mr. Ho.utster. Senator, we may have erred, but what we have 
been trying to do is what the Senate committee recommended we do, 
according to the quotation I gave you a few minutes ago. 

We are trying todo that. Now, if we have failed, we will be glad to 
have you bring it out, and I will have people come up here to give you 
the details of the defense support program. 

Senator ELLENDER. Of each country? 

Mr. Houuister. Yes, sir. 

Senator ELLENDER. You will show the use to which the money will 
be put? 

Mr. Houuister. Yes. 

Senator ELteNpER. Then we will find out the extent to which it 
differs from the grants used in prior years. 

Mr. Hotutster. It is this type of confusion which the executive 
branch proposal is specifically designed to correct. 


DEFENSE ASSISTANCE AUTHORITY ON CONTINUING BASIS 


The second of the President’s recommendations concerning defense 
assistance was that it should be given continuing authority, like the 
rest of the military budget. 

This request was necessary in order to enable the Congress to con- 
sider it concurrently with the regular defense budget because we could 
not get defense assistance authorized each year in time to have it 
before the Appropriations Committees when you are considering the 
regular Department of Defense appropriations. Both the Senate 
version and the House committee version of the authorizing legislation 
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fall ar short of granting the degree of continuity which was' 
sought. 

The House bill providing for such military assistance funds as may 
be needed for fiscal year 1959 comes closer to the executive branch 
request. However, no provision is made for defense support for that 
year. It remains to be seen what the final form of the authorizing 
legislation will be. 


APPROPRIATIONS ON NO-YEAR BASIS 


The third of the President’s recommendations was that the availa- 
bility of military assistance and defense support funds should be on an 
until-expended basis. This is another feature of our request to place 
the mutual security program on a more businesslike foundation. 

The executive branch believes that the extension of time available 
for making obligations will permit the exercise of greater prudence and 
care than at present and result in a more economic and effective use of 
funds. 

I cannot stress too much the importance which we attach to this 
proposed authority. In a program the size of the defense assistance 
appropriation, operating around the world under all manner of condi- 
tions, and with greater complexities than perhaps any other govern- 
mental program except that of the regular defense budget itself, and 
operating in a context where agreement with other sovereign govern- 
ment underlies every activity, our experience teaches us that the 
a deadlines actually work against the interests of the United 

tates. 


LIMITATION ON OBLIGATING FUNDS 






The elimination of the limitation that only 20 percent of funds may 
be obligated in the last 2 months of the fiscal vear and the granting of 
authority to go beyond the June 30 date, when necessary, before 
incurring the legal obligation, will provide necessary flexibility to 
secure an extra margin of utility in the spending of our funds. 

This authority has the added value that it would put defense 
assistance on the same basis as the rest of the Department of Defense 
budget, of which it should be a part. 

The Senate action and the recommendation of the House Affairs 
Committee both have recognized the importance of these considera- 
tions and have approved the no-year authority requested by the 
executive branch. 

The above-proposed changes in the legislation affecting mutual 
security defense assistance programs do not affect the opportunity 
to review the programs now exercised by the appropriations com- 
mittees since appropriations will still be sought on an annual basis. 


DEFENSE SUPPORT FUNDS 





Before leaving defense assistance, I would like to say a word about 
the amounts which we have requested for defense support. The 
Defense Department will go into the effects of the reductions in 
military assistance. The reduction in defense support from $900 
million to $800 million authorized by the Senate bill is going to be 
very hard to live with. 
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_ Inevitably a large share of any reduction must fall upon our staunch- 
est allies who are least able to majntain the forces deemed necessary, 
such as Korea, Taiwan, Vietnam, Pakistan, and Turkey. It is in 
these countries that nearly all of the defense support money is being 
spent. 

PWe believe that the amount authorized by the Senate for defense 
support is the barest minimum and that further reductions can be 
made oply at the expense of the security of the free world. 

Chairman Haypren. May I make a suggestion. As you go through 
the rest of your statement, could you highlight some parts of it? 
I am afraid it is going to take us oft tebesing and then there will be 
no opportunity to ask questions. 

Mr. Houuisrer. Mr. Chairman, rather than miss the opportunity 
of answering questions, I could even submit the statement and not 
read it. 

OPERATIONS IN VIETNAM 


Senator ELLENDER. We will save time if you read, I am sure. 

Referring to Vietnam, as I recall, 2 years ago we spent in the 
neighborhood of $40 million in order to rehabilitate about 800,000 
refugees from North Vietnam. I want to say, Mr. Hollister, that a 
good job was done. Canals were erected by hand and on each bank 
of the numerous canals farms were established. 

It would seem to me that, since we have rehabilitated those people, 
the budget in that area should be reduced by the amount that we spent 
for that purpose. 

But what response did I get from the ICA Administrator there, 
when I said, ‘‘Why don’t you cut back the $40 million from the budget, 
since these funds have accomplished their purpose?”’ 


REHABILITATION OF ROADS 


He said, ‘‘Senator, it is necessary for us now to use about that same 
sum to rehabilitate the roads in South Vietnam.” 

Now, I rode over those roads. They have good stone roads. What 
the Administrator is saying is that we ought to macadamize these 
roads. It is such things as this that gripe me. 

Mr. Houutster. I am greatly sympathetic with what you have 
said. Let me say this, however: that, while the level of the amount 
spent in Vietnam has not changed substantially, more of the money 
which we have put in is being used to bring on a forward movement 
in the country so that little by little it can develop and get off our 
backs, which, of course, is what we are trying to bring about all 
the time. 

Senator ELueENpDER. But, Mr. Hollister, as I said, they have good 
stone roads there, as good as we have had in my own State for many, 
many years. 

Mr. Houutster. I would not want to pass on that. I would like 
to have you ask the Vietnam man on that. From my knowledge of 
the road situation there, we are not building substantial roads in the 
refugee area. 

Senator ELLeNpDER. Not there; I understand that, but it is to 
connect Vietnamese towns and cities. That is what you are doing. 
Mr. Hou.isrer. That is right. 
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Senator ELtenpEeR. Good stone roads are available. If better 
roads are desired, let the Vietnamese do the job. Why kill the in- 
centive of these people to better themselves? 

In addition to the road construction, we are building a college out 
there. There aren’t available high schools to furnish students for 
these colleges. Also, ICA is in the process now of building 4 different 
experiment stations throughout South Vietnam, when, I think, one 
would easily do. Our ambitious administrators will build four, yet 
technicians are not available to operate these stations. That means 
we will be furnishing the technicians for many years in the future. 

Mr. Hollister, I am bringing these facts to your attention, because 
I feel this deplorable waste should be ended. 

Mr. Houuister. Those are things I hope you will bring to our 
attention, and I hope you will discuss them fully with the man who 
knows the individual projects, which, of course, I don’t know about. 

Senator SauronstaLu. Mr. Hollister, can you not skim this a little, 
if we place this all in the record? 


DEVELOPMENT LOAN FUND 


Mr. Houutster. Yes. I do want to discuss the development loan 
fund, which is enormously important, which, of course, is directly 
before your committee. What we are asking for is an initial appro- 
priation for $500 million. 

Senator SatronsTaLu. I ask unanimous consent that the whole 
an be put in the record and Mr. Hollister skim it wherever 
1e can, 


PREPARED STATEMENT 


Chairman Haypen. All right, the statement may be placed in the 
record at this point. 
(The statement referred to follows:) 


STATEMENT By Hon. Joun B. Houuistrer, Director, INTERNATIONAL 
CooPERATION ADMINISTRATION 


Mr. Chairman, I appreciate the opportunity of appearing before this committee 
to present to you an outline of the request being made for appropriations for the 
mutual security program. Because the bill authorizing the appropriations has 
not yet been enacted, I shall refer to both the original request for appropriations 
made by the President in his message to Congress and to the various modifications 
made so far in the legislative process, and, in doing so, include in my explanation 
the major changes which the President has proposed in the mutual security 
authorizing legislation. 

I 


Turning first to the amounts being requested, I should like to show a table which 
will indicate the proposed division of accounts for fiscal year 1958 between these 
four major categories of aid. I have also a chart to compare these accounts with 
our fiscal year 1957 appropriations and a table which traces the history of the 
1958 request since it has been in Congress. 

On the chart let me begin by taking up defense assistance, which includes both 
military aid and defense support. You will note that, under this arrangement, 
total defense assistance requested by the President is $2.8 billion; $1.9 billion of 
military assistance, plus $900 million of defense support. Both these sums are 
requested on a no-year basis, in the same way in which our regular defense appro- 
priations are made. 

A representative from the Department of Defense will give the details on the 
military assistance figures. 

As to defense support, the $900 million represents a reduction of over $250 
million from what was appropriated for fiscal year 1957. This is because the new 
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definition for defense support excludes amounts designed for the purpose of pro- 
moting economic development. We estimated that $900 million would be needed 
to assist these countries to make their contribution to the defense of the free 
world. Against this request, only $800 million was authorized by the Senate. 

The next major item in the program is $500 million for the development loan 
fund. This is the minimum amount that we believe is needed to launch this 
fund’s operations this year. 

Then there is technical assistance of about $152 million for the bilateral pro- 
gram and $17 million for our contribution to the multilateral program; that is, 
the United Nations and Organization of American States. The final major item 
is special assistance, for which we requested $300 million. This includes a $200 
million emergency fund usable either for the military or the nonmilitary side of 
the program. The Senate reduced this figure from $300 million to $250 million, 
while the Foreign Affairs Committee recommended $275 million. In addition to 
these major categories, the mutual security program includes a number of smaller 
programs totaling $96 million. 

You will have noted that, of the 4 major categories under this 
changes in present methods of accomplishing our purposes: 
the development loan fund, and special assistance. L 
these in more detail. 


rogram, 3 involve 
efense assistance, 
will now discuss each of 


II 


The President has made three recommendations as to defense assistance: 

One, that funds for both military assistance and defense support be appropri- 
ated in the regular Department of Defense budget. 

Two, that defense assistance be authorized on a continuing basis. 

Three, that these funds be appropriated on a no-year basis. 

The first recommendation springs in large part from the fact that, as nearly all 
of the studies which have been made of the mutual security program over the 
past year have stressed, great confusion has resulted from failure to point out 
clearly those categories of the program which are military in purpose. Because 
of this, the report of the Senate Special Committee To Study the Foreign Aid 
Program concluded: 

“The important point is that, whatever form the legislation takes, the purposes 
of each type of aid should be clearly demarcated, and expenditures of funds ear- 
marked for each type should be directed to its specific purposes. Unless this is 
done, it will not be possible for the people of the United States or the Congress 
to understand either the distinct objectives or the mgnitude of the various 
programs. It will not be possible to form an evaluation of their varying efficacy. 
It will not be possble, in short, to control these programs in a responsible fashion 
* * *” Tp. 30; italic supplied]. 

The President, in his message to the Congress, stated that ‘‘* * * to remove 
uncertainty as to the character and purpose of our aid, I recommend a clear 
separation of military and defense support assistance, on the one hand, from 
economic development assistance, on the other.’”?’ To make this separation plain 
and understandable, the President has proposed that defense assistance appro- 
priations—both military assistance and defense support—be appropriated to the 
President as a separate title in the regular Department of Defense budget. 

The President explained this recommendation, saying: ‘‘Our expenditures for 
defense assistance differ neither in basic purpose nor character from those for our 
own Armed Forces. Once incorporated in our own defense budget, they will 
become recognized here and abroad—as, indeed, they should be—as part of the 
military effort of the United States.” 

The President pointed out that defense support exists for a military purpose— 
to make it possible for countries to maintain forces, in some cases to make possible 
some other specific contribution, such as provision of base facilities. Such defense 
assistance is just as essential to the military force or maintenance of base facilities 
as military equipment and training provided a country. Since both forms of 
mutual defense assistance are aspects of the total United States posture and 
strength, they should be treated together legislatively and in the same legislative 
framework as other United States defense outlays. 

Most people assume that defense-support assistance is to accomplish an eco- 
nomic objective. The fact is that, if it were not for the military purpose of 
maintaining the forces we have mutually agreed upon or military facilities for the 
common defense, such expenditures could not be justified. Confusion arises 
because, under present budgetary procedures, the public has no way of clearly 
recognizing that this assistance, though economic in form, is necessary to accom- 
plish the defense objectives of the mutual security program. 
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It is this type of confusion which the executive branch proposal is specifically 
designed to correct. 

The second of the President’s recommendations concerning defense assistance 
was that it should be given continuing authority, like the rest of the military 
budget. 

This request was necessary in order to enable the Congress to consider it con- 
currently with the regular defense budget, because we could not get defense 
assistance authorized each year in time to have it before the Appropriations 
Committees when you are considering the regular Department of Defense appro- 
priations. Both the Senate version and the House committee version of the 
authorizing legislation fall considerably short of granting the degree of continuity 
which was sought. 

The House bill, providing for such military assistance funds as may be needed 
for fiscal year 1959, comes closer to the executive branch request. However, no 
provision is made for defense support for that year. It remains to be seen what 
the final form of the authorizing legislation will be. 

The third of the President’s recommendations was that the availability of 
military assistance and defense-support funds should be on an until-expended 
basis. This is another feature of our request to place the mutual security program 
on a more businesslike foundation. The executive branch believes that the 
extension of the time available for making obligations will permit the exercise of 
greater prudence and care than at present and result in a more economic and 
effective use of funds. I cannot stress too much the importance which we attach 
to this proposed authority. In a program of the size of the defense assistance 
appropriation, operating around the world under all manner of conditions, and 
with greater complexities than perhaps any other governmental program except 
that of the regular defense budget itself, and overating in a context where agree- 
ment with other sovereign governments underlies every activity, our experience 
teaches us that the obligational deadlines actually work against the interests of 
the United States. The elimination of the limitation that only 20 percent of 
funds may be obligated in the last 2 months of the fiscal year and the granting of 
authority to go beyond the June 30 date, when necessary, before incurring the 
legal obligation will provide necessary flexibility to secure an extra margin of 
utility in the spending of our funds. This authority has the added value that it 
would put defense assistance on the same basis as the rest of the Department of 
Defense budget, of which it should be a part. 

The Senate action and the recommendation of the House Foreign Affairs Com- 
mittee both have recognized the importance of these considerations and have 
approved the no-year authority requested by the executive branch. 

The above proposed changes in the legislation affecting mutual defense assist- 
ance programs do not affect the opportunity to review the programs now exercised 
by the Appropriations Committees, since appropriations will still be sought on 
an annual basis. 

Before leaving defense assistance, I would like to say a word about the amounts 
which we have requested for defense support. The Defense Department will go 
into the effects of the reductions in military assistance. The reduction in defense 
support from $900 million to $800 million authorized by the Senate bill is going 
to be very hard to live with. Inevitably, a large share of any reduction must fall 
upon our stanchest allies least able to maintain the forces deemed necessary, 
such as Korea, Taiwan, Vietnam, Pakistan, and Turkey. It is in these countries 
that nearly all of the defense-support money is being spent. We believe that the 
amount authorized by the Senate for defense support is the barest minimum, 
and that further reductions can be made only at the expense of the security of 
the free world. 

It 


T should like now to turn to the second new mutual security category—the de- 
velopment loan fund. 

This fund is designed to place our development financing on a sounder and more 
businesslike basis. Let me describe how the proposed procedures would differ 
from existing practice. 

First, the fund would not decide in advance how much money each country 
was to get for a fiscal year. Instead, loans would be made for each program or 
project in the amount and for the time period best related to that particular pro- 
gram or project, and only after a review of the project or program had provided 
ample evidence that the proposal met the standards of the fund as to technical 
and economic soundness. This should insure that use of the fund corresponded 
to current opportunities for most effective use. It would also have the advantage 
of encouraging the receiving countries to more self-reliance and self-help. 
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Up until the present time we have sought to justify annual appropriations by 
illustrative overall annual country programs. We have found, however, that a 
country often learns of the amount illustratively programed for it. Notwith- 
standing the fact that conditions may change greatly before the year is over, 
making it unwise or unnecessary to allocate to that country the specific sum, the 
country regards this sum as something to which it has a vested right—whether 
or not it is warranted by the country’s performance. This reduces that country’s 
incentive to self-help. It sometimes presents us with the choice of reducing a 
country’s allocation, thus opening ourselves to the charge of having misled the 
Congress and the receiving country, or seeing our money used less effectively than 
we would wish. Furthermore, an overall level established for a country in one 
year is most difficult to reduce in later years without political repercussions, even 
if such a reduction is desirable on economic grounds. 

For all these reasons, the development loan fund would not make advance 
overall annual allocations by country, even on an illustrative basis. ' Its financing 
would, instead, be geared to specific projects and programs, as has been that of 
the Export-Import Bank and the World Bank. 

Second, as you know, the fund’s financing would only be available on a loan 
basis. This has the double advantage that (i) it should permit the United States 
eventually to be repaid as the economic development in the borrowing countries 
goes forward, and (ii) it should encourage more businesslike and responsible 
practices on the part of the recipient. 

The obligation to repay would be unequivocal. However, we should recognize 
that expectation of repayment to the United States in real resources would be 
based on a reasonable confidence in the long-range development of the borrowing 
country. This would mean that the fund’s terms would often be more generous 
than those of other sources, and its claims might be subordinated to those of 
other lenders. It would, for example, in many cases accept interest and principal 
payments in foreign currencies. 

This should also help to insure that the fund’s loans did not compete with those 
of existing public lending institutions. This is a most important point. The 
fund’s financing should complement, rather than be a substitute for, that of the 
Export-Import Bank and the World Bank. It should only provide its financing 
when theirs is not available, or when its financing can join theirs in a cooperative 
venture. 

Third, in order to ensure that its resources could be expended without haste 
or waste, the fund would be free from any requirement to obligate its money within 
fixed deadlines. 

There would thus be time, particularly in the early years of the fund, to lay 
plans carefully, to emphasize soundness, to negotiate for conditions essential to 
success, ‘and to move with deliberation in establishing high standards of quality 
in making loans. Activities could be planned, projects engineered, and negotia- 
tions conducted without having to keep one eye on the calendar. Economic 
growth should be a continuous process. It is not an annual event. As I have 
already stated the present April 30 and June 30 deadlines for obligations are 
harmful to effective assistance in support of this process. 

Fourth, and most importantly: If the development loan fund is to work in the 
way that I have described, it must be assured of a continuing existence and of 
continuing resources. We have, therefore, asked for an appropriation for fiscal 
year 1958 and for authority to borrow specified funds from the Treasury in each of 
the next 2 fiscal years. Under the Senate version, we could borrow up to $750 
million in each of these years. Under the House committee version this has been 
reduced to $500 million. 

Since the funds authorized to be borrowed in fiscal years 1959 and 1960 could 
not be obligated in advance of those years, ceilings on new obligational authority 
would in no ways be affected. 

This assurance of future resources is necessary to the fund. It is the essential 
characteristic of any financing institution and particularly of one designed to 
assist a long-term process like economic development. Without it, I do not believe 
that the fund could operate effectively. With it, we believe that we will be able 
to offer the assurance of future funding which will enable the fund to achieve its 
essential purpose—that of placing our development financing on a sound business- 
like basis. 

This assurance will enable this administrator of the fund to plan ahead for the 
most efficient use of its resourees. He will not be compelled to discriminate in 
favor of short-term uses of these resources, which may be wasteful. He will be 
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free to choose, where this would be in our interest, projects requiring more than 
1 year to complete. 

This assurance will encourage foreign countries to press ahead with development 
planning in the long-range framework essential to success. And the fuller 
capitalization will place the United States in a position where its advice with 
respect to the direction of development will carry more weight with these countries, 

Assurance as to future resources will also permit the fund to work closely with 
other financing sources in ways which might increase their activity. The World 
Bank, the Export-Import Bank, and private investors do not depend on annual 
appropriations. If they lack confidence in the fund’s future resources, they will 
naturally be reluctant to work with it on a long-term basis. 

Thus, if the fund has assurance of future resources, it should be able to use its 
resources more effectively to stimulate the receiving country to greater self-help 
and to encourage other financing sources to greater activity. In this way, and 
only in this way, will we get full value for each dollar of development financing. 

In having recourse to future borrowing authority, we would be following prece- 
dent. This is how all other institutions for foreign lending have been capitalized— 
the Export-Import Bank, the International Bank for Reconstruction and Develop- 
ment, and the International Finance Corporation. The only difference is that the 
fund would not draw all its capital in this way; the first year’s portion would come 
from an appropriation. 

One point I would like to make, in this connection, is that the fiscal effect of 
borrowing authority is the same as that of an appropriation. In both cases, the 
funds come from the general receipts of the Treasury, and in both cases it is the 
expenditure of those funds which affects the level of the public debt. 

We believe that borrowing authority is suitable to the character of the fund as a 
lending institution. If it were capitalized through appropriations, it would be 
virtually the only lending institution to be so endowed. 

It is proper and right that the Congress should inquire as to how the shift away 
from annual appropriations would effect the control which it now exercises over the 
provision of development financing. 

The proposal before this committee for establishment and capitalization of the 
development loan fund permits effective and continuing congressional control 
over its resources: 

1. The standards set up for the operation of the fund in the proposed bill are 
much more stringent than those in existing legislation. 

They restrict the purpose of our financing clearly to economic development, 
where the purposes set out in existing legislation are more general. 

They require that all development financing be on a loan basis, where at present 
it is furnished through both grants and loans. 

And they lay down specific criteria for screening proposed projects where existing 
legislation does not. ‘These criteria are: 

(a) Can the proposed project or program be financed from other free 
world sources? 

(b) Is it technically feasible and economically sound? 

(c) Does it give reasonable promise of contributing to an increase of 
production capacity? 

(d) Is there a reasonable prospect of repayment? 

2. The Congress would be kept fully aware of the fund’s operations. The 
proposed legislation calls for semiannual reports and provides for reports on 
transactions undertaken. 

3. On the basis of this information, the Congress could curtail or eliminate 
the fund’s future operations, in either of two ways: 

First, the authorizing committees, which would also receive a full review of 
the fund’s activities each year when the mutual security presentation was made, 
could report out a bill restricting or voiding the fund’s future borrowing authority, 
if they wished; and 

Second, the appropriation committees would pass each year on a business- 
type budget which the fund would submit to the Congress, in accordance with 
the Government Corporation Control Act. That budget would set forth the 
fund’s proposed loan program for the next fiscal year. Section 104 of the Gov- 
ernment Corporation Control Act makes clear that the appropriation commit- 
tees can recommend, and the Congress can enact, any restriction on the uses of 
the fund’s resources proposed in that budget: 

“The budget programs transmitted by the President to the Congress shall be 
considered and legislation shall be enacted making necessary appropriations, as 
may be authorized by law, making available for expenditure for operating and 
administrative expenses such corporate funds or other financial resources or lim- 
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iting the use thereof as the Congress may determine and providing for repayment 
of capital funds and the repayment of dividends.’’ [Emphasis complied 

4. If the Congress did decide in the future to curtail or eliminate the fund’s 
proposed activities for fiscal year 1959 and fiscal year 1960, it could do so and 
still recover the money allotted for those years. nder the proposed legislation, 
the fund would not be authorized to obligate any of the money which it could 
borrow in fiscal year 1959 or fiscal year 1960 until each of these fiscal years. 

Through all these methods I believe that the Congress would maintain an effect- 
ive control over the fund’s activities and resources. 

It must be remembered, in other words, that what is new in this proposal is 
not the provision of funds for development purposes. The President is author- 
ized to use funds for such purposes under existing legislation, and to do it under 
broad powers and with wide discretion. What is new about this proposal is the 
intended method, which does not involve greater executive powers but which 
does create a more businesslike and economical approach. 

Now, I would like to take up the question of why the particular amounts which 
we have requested are required. 

We are now providing development assistance in either loans or grants of 
approximately $400 million annually, including that part of defense support 
which goes to development purposes. Most of the studies of development assist- 
ance which have been conducted for the Congress, for the executive branch, and 
by competent private groups have concluded that substantially more United 
States development financing could be used effectively. 

These conclusions are supported by information presently available. After 
reviewing known development plans and proposals for projects, my staff has 
estimated tentatively that worthwhile applications for fund financing might 
amount, in obligational requirements for the fiseal year 1958, to about $1 billion, 
and for each of the following 2 fiscal years between $1.1 and $1.3 billion. These 
possible project proposals cover a wide variety of fields—basic transportation, 
power facilities, agriculture, private industry, and health and education. I am 
submitting with this statement a separate memorandum on the question of the 
fund’s magnitude, which discusses briefly possibilities in each of these fields and 
a compilation of potential applications for loans from the development loan fund 
during fiscal year 1958 based on information available in ICA’s Washington 
office. 

A further fact, which may help to explain why the anticipated applications for 
fund financing exceed the present level of development assistance, is that we 
expect the fund to engage in several new activities. 

First there are activities directly designed to encourage growth of private 
enterprise. For example: Loans to private entities, purchase of their income 
debentures for possible eventual resale to private investors, and financing of 
private-public or quasi-public development banks in less developed countries 
which would help finance private businesses. Secondly, there are possibilities of 
joint lending with existing lending institutions. 

As part of its study of these possibilities, my staff has had informal talks with 
the staff of an existing public lending agency. We have concluded that there are 
a number of projects and programs which are economically sound and technically 
feasible, but which existing public lending agencies have not felt able to finance 
alone because of the foreign exchange problem, and which the fund might be able 
to finance in conjunction with these agencies. What will happen if we provide 
the fund with less resources than could be used effectively? 

In the first place, we might well be wasting our money. We want these coun- 
tries’ growth to go forward rapidly enough so that they can finance an increasing 
part of their development programs out of their own production and from normal 
financing sources. If we can do this, the requirement for the fund’s resources will 
eventually be diminished. If we do less than this, that requirement will continue 
unabated. I submit that unending assistance is wasteful assistance. 

Not only that, but it will probably be ineffective assistance. For it will fail to 
meet the very real threat to our national safety which exists in the less-developed 
areas. 

I should make clear that the need for dollars in the fund is not reduced by virtue 
of the availability of Public Law 480 local currency sales proceeds. For the less- 
developed countries need resources additional to those which they now possess or 
‘an produce in order to carry our development programs. To secure these 
resources, these countries need foreign exchange which they can spend outside of 
their own borders. To relend these countries their own currency would not help 
to meet this need although it might ease some governments’ fiscal problems. 
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Hence, it would not reduce the fund’s need for capitalization and borrowing 
authority. 

In my own view the most important single reason why the Congress ought to 
make available the $500 million for 1958 plus the $750 million each for 1959 and 
1960 is this: The effect of such a request by the executive branch if approved by 
the Congress will be to say to the rest of the world that the United States means 
business in helping with the development process. Such an action will say to our 
friends that our willingness to loan the necessary resources is not just a l-year 
willingness, and that the means to back up our position are available. This, in 
my view, is the most important achievement which can be made by the new 
development loan fund. 

IV 


I should like now to turn to the third new category of the mutual security pro- 
gram: special assistance. 

After meeting the requirements of United States defense with mutual defense 
assistance programs and contributing to economic development via the develop- 
ment loan fund and technical cooperation program, there remains a residual group 
of needs which it is important for the United States to meet, some specifically 
identifiable in advance and others which cannot be so identified. To meet these 
requirements, which cover a wide variety of purposes and objectives in fiscal year 
1958, $300 million has been requested by the President under section 400 of the 
new proposed legislation. This amount has been reduced by action of the 
authorization committees to $250 million in the Senate bill and to $275 in the bill 
reported by the House committee. 

Since final action is still pending I shall review this category as originally re- 

uested. 
. Some of the requirements are firm and have been proposed in advance. These 
include a larger United States contribution ($19.4 million), to a worldwide effort 
to eliminate the scourge of malaria and $10 million in assistance for Hungarian 
refugees. 

These programed requirements total just over $100 million and have been set 
out in detail in the presentation books. 

The halance of approximately $200 million, in the section 400 request, is to 
meet contingency requirements which may develop in the course of fiscal year 
1958. The purposes for which this fund is expected to be used are similar to those 
for which the special Presidential fund has been authorized and appropriated for 
in fiscal years 1956 and 1957. The history of the use of these funds has demon- 
strated their value in meeting changing or unforeseen developments. The ability 
of the United States to react quickly to many of these situations, by extending 
prompt and adequate aid without serious disruption of impor‘ant going programs, 
has been of major significance in terms of United States security. The two most 
dramatic examples were, of course, the saving of Iran and Guatemala from chaos 
and Communist control in 1954 and 1955. 


V 


These then are the three new categories of the proposed mutal security program: 
Defense assistance, the development loan fund, and speciz] assistance. 

In addition, there is a fourth category with which you are all familiar: technical 
assistance. It is closely related in purpose to our development financing; it is of 
proven effectiveness; it is relatively small in cost. We intend to continue this 
program on the present basis, except that we are asking for continuing authoriza- 
tion. This is appropriate for a program which has become such a respected and 
important instrument of our policy. I also invite your attention to an extremely 
important proposal authorized under the House committee bill under which we 
would be given authority to obligate technical cooperation funds without regard to 
fiscal year deadlines. We believe this provision will permit the maturing of project 
prop%sals to the point where the returns to the United States will be most pro- 
ductive. 

Each of the four categories of our mutual security program has been so defined 
and designed as to make clear the purpose which it serves and to permit that 
purpose to be advanced as effectively as possible. Each of these categories 
responds to a particular need, and each of them meets that need through proce- 
dures which are, in our view, suited to its nature. Taken all together, they 
constitute a program which we believe merits your support. 
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Administrative costs 


I would like ‘to conclude with a brief reference to the need for funds to carry out 
the programs above, which are within the direct operation responsibility of the 
International Cooperation Administration. 

Our administrative authorization request as originally presented is small but of 
increasing and vital importance. As the economic assistance program shifted 
from Europe to the less-developed areas of the world, the character of this program 
has necessarily changed. Dealing with less experienced governments in countries 
with embryo communities, it has been necessary for the United States to help in 
the actual implementation of assistance measures to a far greater degree than was 
required in Europe. This has run from the provision of engineering services, the 
training of local technicians, and the handling of contracting services, to increased 
audit and end-use check activities. Experience has taught us that we get the 
greatest results from our assistance only when we carefully review aid proposals 
for economic usefulness and technical soundness before committing funds, and 
then actually follow through to insure that they are effectively used. 

The change has meant more assistance on a project basis rather than by the 
provision of commodities as was done in Europe. Project assistance increased 
from $373 million in fiscal year 1955 to over $700 million this year. It is much 
more costly to administer for the reasons mentioned before. 

It has become obvious to me that administrative funding has not been adjusted 
to meet the requirements of the change in character of our program. The amount 
originally requested for 1958 was $35 million. This involved an increase of 
$4.8 million directed at eliminating a real deficiency. Of this increase, $1.1 
million represented a contribution to the civil service retirement fund, heretofore 
borne by another governmentwide appropriation, so there was a real increase of 
only $3.7 million requested. However, only $33 million has been authorized 
which would permit a real increase of only $1.7 million. Against this, there will 
be claims considerably in excess of the amount, including $1.3 million for the 
opening of new missions in underdeveloped areas and additional costs of operating 
missions opened late in fiscal year 1957 in Burma, Ghana, Morocco, and Tunisia; 
$0.5 million for improved personnel operations; and, in addition, there is need for 
85 new positions and related costs to improve ICA’s effective discharge of its 
administrative responsibilities under the mutual security program. Ten of these 
needed positions will be assigned to the office of the manager of the development 
fund. ‘The rest of his staff will be obtained by the transfer of existing positions 
in ICA/Washington. 

To have increasingly effective administration of our defense support, economic 
development and other programs, appropriation of the authorized $33 million of 
administrative funds is essential. To do less can endanger the results we can 
rightfully expect from the $1.9 billion of assistance administered with the funds. 

Because this matter of administrative expenses is a factor which can really 
determine the success or failure of the whole multibillion dollar program, I hope 
this committee will want to go into it thoroughly and at an appropriate time in 
your consideration of the bill you will let us show you why we need the full amount 
requested. 
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Gentlemen, let me state in conclusion that my 2 years experience in directing 
the mutual security program has confirmed my belief that this program is abso- 
lutely essential to the security of the United States. 

As long as international communism continues to threaten the security of the 
United States and the free world, we and our friends overseas must maintain a 
common defense, military, economic and political, against a common threat. 
The mutual security program is essential to the interests of the United States 
and its cost is a relatively small amount to pay for the protection it affords. 












DEVELOPMENT LOAN FUND REQUEST 











Mr. Hotutster. We are asking for the $500 million fund for the 
first year of the development loan fund. We think this is a great 
improvement in our procedures. 

In the first place, we get away from the situation we have today 
where every country finds out there is an exact amount of money we 


have given in an illustrative program which they then begin to think 
is their own money. 
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In planning, as we have to in this whole picture, we realize all the 
time that the world changes and that we are not going to be able always 
to follow out with the countries what we may have planned a year or 
so before the time comes to make the obligation, and perhaps 2 years 
may elapse before that money is actually expended. 


EARMARKING OF FUNDS 


Senator Rospertson. Do you mean that when you appear before 
us and the House and earmark certain funds for certain countries, 
they find out about it and figure that that is their money? 

Mr. HouuistTer. Yes. 

Senator Rosertson. There is no question about that? 

Mr. Houuster. There is no question about that. 

Senator Rosertson. I happen to know one country found out what 
you earmarked in the House and they pointed out that was not 
enough. 

Mr. Houustrer. That is right. They lobby and try to get more 
money. Ifyou try to cut them down the next year, there is a diplomatic 
incident and you lose good will. 

We believe under the development loan fund where we take up 
individual projects and have plenty of time to plan them—— 

Senator ELLeNpDER. In administering this fund are you going to 
apportion a certain amount to all countries, or will it be first come 
first served? 

Mr. Houuistrer. We won’t do either. Obviously, to let first come 
first served, would be entirely unfair because some country that was 
on the job and got its application in first would get the lion’s share. 

On the other hand, to proportion exactly between countries we 
think is equally unwise. We must look at the situation in particular 
countries, see those countries where what we may do will be most 
helpful and push those countries forward. 

It may be that one country in 1 year would want only a small 
amount. That is why we want continuing money so it is not a yearly 
basis for each country. 

Senator Roprerrson. Do you expect to make the loans to the gov- 
ernment, or to the individuals seeking them? 

Mr. Ho.utstrer. We are going to try our very best to get as much 
money as we can into the private sector and to encourage private 
investment. 

SECURITY FOR LOANS 


Senator Rossertson. What securities will you require? 

Mr. Houutsrer. We will require whatever security we can get. 
In many cases we will not get security. We will be working with 
countries. 

We hope to work with the Export-Import Bank and the Inter- 
national Bank so at times we may have a joint project where they 
can make a dollar loan of a certain type and we can make a local cur- 
rency loan which will be helpful in developing a complete operation. 

Let me take a mining venture, for example. It may well be that 
a lending institution on a dollar-loan basis could make a loan for the 
development of a mine which would be perfectly sound, but it is only 
sound if there is adequate access from that mine to a harbor. 
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We could make a loan to the country for the building of a railroad 
up to that mine. 


Senator Rosertson. Outside of the military program and end use 
military and defense assistance, I understand you are not going to 
give away any more money. 


GRANT PROGRAM 





Mr. Houuister. We have one area, if you want to call it the 
giveaway area 

Senator Rosertson. I do not know what else to call it. 

Mr. Houuisrer. A grant. 

Senator Ropertson. Grant is more diplomatic. 

Mr. Houurster. We will have, as you will see from this chart, in 
addition to the money which we are requesting for development loans 
which would be entirely on a loan basis, some areas and some things 
which we still will have to do on a erant basis. We are asking for 
$300 million as a special assistance fund, about $100 million of which 
we have already tentatively programed, and a list of which can be 
presented. About $200 million we think must be available for the 
various emergencies that come in this world in these difficult times 
we are in. 

We feel it is absolutely essential to have a substantial amount in 
the discretion of the President to spend when some emergency comes 
along. 

Senator DworsHak. Will you make those joans in American 
dollars? 

Mr. Houuisrer. You are talking about the development loan 
fund? 

Senator Dworsnak. Yes. 

Mr. Houutster. We will make them payable in American dollars 
if we think that makes sense. I am inclined to think, Senator, they 
will probably be made largely to be repaid in foreign currencies. 















REPAYMENT PROCEDURE 















Senator DworsHaxk. Will you use the artificial rate or the free- 
market rate for repayments? 

Mr. Houuister. We make these as dollar designated loans in that 
while they are repayable in local currencies and the interest is paid in 
local currencies the countries are required to make repayment in these 
local currencies on a basis which will preserve the value of the original 
loan on a dollar basis. 

That is one of the things we insist on. 

Senator ELLenpER. Will repayments be made at the exchange rates 
prevailing at the date of the repayment? 

Mr. Houuister. I have insisted on that in anything we have done. 
In fact, I put on a fight to maintain Public Law 480 loans on that 
basis. 

Senator ELtenpeER. Will ICA administer this fund? 

Mr. Houutster. Yes, sir. 

Senator Ettenper. Will payments be made to our Government, 
or to a revolving fund that will be created in a country where the 
money is being loaned? 
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Mr. Ho .usrer. It will not be a revolving fund created in the 
country. The repayments will be made to the development. loan 
fund itself, which we hope will be ultimately a completely revolving 
fund which would not need additional contributions. 

Senator ELLenpErR. That is why I asked the question. 

Suppose you have, say, 10 percent of the $500 million in one country 
and that country pays it back and gets prosperous, are you going to use 
the repayments by country A to establish loans in country B, or in 
any other country? 

Mr. Hou.ister. Most decidedly if they are usable. 


CONVERSION OF CURRENCY 


Senator ELttenper. If you do it that way it will be necessary to 
convert this local currency of country A in order to assist country B, 
How will that be done? 

Mr. Houuister. I said we will do it if usable. It will be undoubtedly 
true in a great many of these cases, that interest and amortization 
paid in on loans in local currencies will not be readily convertible, 
In those cases they will have to be maintained as they are. 

As they become convertible, they could be used directly or they 
could be converted into dollars if necessary. 

Senator ELttenprer. What I fear, and I think that is something 
I believe ought to be looked into, is that when you make a loan to 
country A, it may be that you will have to keep that money in that 
country ad infinitum and will not be able to transfer it to another 
place. 

Mr. Houuisrer. Under the law we are not supposed to make loans 
unless we feel there is a reasonable chance of repayment. 

Senator ELLpNpER. Why do you say supposed. You are going 
to do that, are you not? 

Mr. Houuistrr. I say the law says that. 

Senator ELLENDER. You are going to do that? 

Mr. Houuister. We are; yes, sir. What I am trying to point out 
when we say that is that we would have a reasonable expectation 
that the loan will be reapid. 

When the loan is paid it may well be paid in currency which at the 
time of repayment may not have a readily convertible value. 

If that is the case we will naturally have to hold on to and use it in 
that country, if possible, and wait until a time when it is convertible. 

We are going on the theory that this whole development loan fund 
will bring such results to these countries that they will ultimately get 
in better and better shape. As that happens, naturally their cur- 
rencies will become more valuable in the international field. 


PROSPECT OF REPAYMENT OF LOANS WITH INTEREST 


Senator EtuunpER. Do you expect this $500 million to find its way 
back with inte raat to the Federal Treasury? 

Mr. Houuisrur. Senator, 1 would hate to predict what this thing 
will look like 15 years from now. 

Senator E,tENpDER. Do you not know it will eventually wind up 
as a gift? This is merely another device to obviate the economic aid. 
My guess is that within 4 or 5 years after the loans are made there will 
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be some ambitious Senator or Congressman who will introduce a law 
to forgive the loans. 

Mr. Houuister. Let me say this: We have a problem in the world, 
a problem which we think has to be met. We believe that this new 
procedure is a considerable improvement over what we are doing 
now. I am not prepared to say what future Congresses might care 
to do several years from now. The best we could possibly do in 
our trying to gaze into the clouded crystal ball is to operate in the way 
we are asking the Congress to approve, because we really believe that 
will best serve the interest of the United States. 

Now, admittedly, as time goes along, it will show weaknesses in 
our procedures, as time has shown in the past. Nobody can possibly 
conduct an operation of this kind without that happening. 

We are merely trying to present to the Congress what we believe is 
a sound program for doing this job which we think has to be done 
and doing it as cheaply as we can. 

Senator ELLENpeER. I just want to state frankly that there has 
been a growing opposition among the American people to aid grants. 
This is just another way to get economic aid in order to circumvent 
desires of the American people. 


RESPONSIBILITY FOR IMPLEMENTING PROGRAM 


Senator DworsHak. Mr. Hollister, you are planning to leave ICA 
soon. Do you think your recommendations will be observed in any 
way, or do you anticipate that your successor will have the full 
responsibility of implementing this new loan program? 

Mr. Houuisrer. My successor will obviously have the responsi- 
bility if it is approved by this Congress. 

Senator DworsHak. Do you know the details yet, yourself? 

Mr. Houutsrer. We are studying the operation. Don’t forget it is 
not as if we were entirely ignorant in this field. We are now lending 
$350 million a year in the field. 

Senator DworsHak. None of it has ever been repaid. 

Mr. Houuister. Of course, most of the loans have not been out 
long enough to have repayments, but there have been interest some- 
thing like 50 or 60 million dollars coming due this year, in foreign 
currencies largely. 

It is true that those loans in general have not been made against 
particular projects, which would be done in this case, they have been 
made generally to a country. 


TYPES OF LOANS 


It is not that we have not a good deal of knowledge of the kind 
of project for which we think this money should be loaned; in fact, 
we are prepared and others will be able to give you, if the committee 
cares for it, a list of the kind of projects which we expect to take in 
this development loan fund. Those are not things we just picked out 
of the sky. Those are things which we have been working on in these 
various countries some of which we have already gone into and which 
we would hope to turn into the development loan fund and put them 
on a loan basis rather than a grant basis as most of them. are today. 
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TOTAL FOREIGN CURRENCIES HELD BY GOVERNMENT 


Senator Dworsnak. I saw something recently indicating that the 
Government now has about $2 billion of foreign currencies. Do you 
know whether that is approximately correct? 

Mr. Houuister. It is a highly complicated matter, Senator. We 
will be glad to file various memoranda with you on it. 

I think the figure you are talking about is the value of the local 
currencies which are paid for the sales of agricultural commodities 
under Public Law 480. That amounts to something over $2 billion. 

Senator ELLteNpeER. It could not be that. He is speaking of cur- 
rency that now exists. You are thinking of surplus property during 
World War II, Senator. 

Senator DworsHak. What I am trying to develop is this: As you 
envision this new loan program, it sounds feasible and practical. Yet 
unless precautions are taken to stipulate that loans made on a dollar 
basis must be repaid in dollars or in some manner so that the United 
States will not be embarrassed by having all of these millions of dollars 
repayable in local funds which will be retained within the beneficiary 
countries and ultimately we will have billions of dollars of local cur- 
rencies which are virtually worthless so far as the United States is 
concerned. 

Now, I think that precaution must be taken into consideration. 

Mr. Ho.urster. I think you are right, Senator. It is a real prob- 
lem that has to be studied very carefully. 

As I said, however, here we are with what we feel are certain 
objectives—I don’t think they are obligations, but certain things 
under our foreign policy we feel are wise for the security of the 
United States. We are trying and have been trying to evolve the 
best method we can of using the dollars which the Congress votes us 
to bring about the best results. 

Senator DworsHaxk. You agree with me essentially on the accu- 
mulation of local currencies which are really worthless, it is difficult, 
if not impossible, to exchange those currencies for dollars, and unless 
they can be exchanged for dollars, then how are we going to spend 
these vast resources? 

Mr. Hotuister. Worthless is a relative term. In some countries 
they are almost worthless. In some countries they have considerable 
value. 

Senator DworsHax. Where they have printing presses they use it. 
They do not have any solid backing for most of their currency; do 
they? 

Mr. Houutster. The value of the currency, of course, is what you 
can buy with it. Some of the currencies are of value. We have 
some purposes for which we can use the money. 

Senator DworsHaxk. Our embassies, operating agencies? 

Mr. Houuister. Yes; and we have been able to buy strategic 
materials. We have been able to buy supplies necessary for our 
Army, things of that kind, in a minor way. 

Senator DworsHaxk. Those are isolated cases? 

Mr. Hotuister. I don’t want to get into the details of this be- 
cause the question of Public Law 480 currencies and currencies gen- 
erated from other programs get pretty well mixed up sometimes and 
they are covered by different laws. 


_. 
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But we have tables which we will be glad to give you on the subject. 
We do want to point out, when we are making our planning for 1958 
and as we plan beyond that, we do take into consideration those cur- 
rencies over which we have control to be used in those countries and, 
where those local currencies can be used in substitution for dollars, 
we do not ask for the dollars, under this program. 


APPRAISAL OF PROGRAM EXPERIENCE 


Senator DworsHak. We have had 10 years of experience in carry- 
ing on the various forms of aid programs, military and economic, and, 
certainly, it would be indefensible for us to now set up an entirely 
new program without taking every precaution which would avoid the 
pitfalls, blunders, and mistakes which have been made in the past, 
and which have not been helpful in cultivating good will with the 
beneficiary nations, but which actually have alienated those countries 
in many instances because of our failure to carry on the transaction 
on a business basis. You are a businessman, and I am sure you will 
agree with me on that. 

Mr. Hotutster. I agree with you that we have to take all of those 
things into consideration. 

Senator ELLenpeR. In line with what Senator Dworshak is saying, 
I assume this loan fund will be entirely in the hands of our Govern- 
ment and, unlike grants, you will not have to consult with the host 
government. You will deal directly with the applicant for the loans. 
Am I correct? 

Mr. Hou.ister. That is true, Senator, except, of course, you 
would never make a substantial loan in one of these countries that is 
not satisfactory to the country itself. 


LOANS TO PRIVATE INDIVIDUALS 


Senator ELLeNpDER. I understand; however, where it is strictly 
private, the dealing will be between our Government and that private 
mdividual. 

Mr. Houuister. That is correct. 

Senator Extenper. And you will not have to consult with the 
foreign government? 

Mr. Houutstrer. Except, I should point out, in general, in dealings 
of this kind, in an undeveloped country, you would probably want to 
have their blessing, even where private companies are concerned. 
You have tax problems, insurance problems; all those matters you 
would have to have fully worked out so that you don’t have private 
industry start and then be so discouraged by the government that it 
fails. 

Senator ELteNpER. Now, as to the loan which you discussed a 
while ago with Senator Dworshak, is it not a fact that the repayments 
on these loans will go into the revolving fund and that money will be 
loaned back in the host country? 

Mr. Houutsrer. That is the plan; in the host country, or used 
somewhere else. 

Senator ELLeNpDER. I am talking about past loans. In other words, 
will there be a difference in the handling of loans made under this 
present law in contrast to loans made in the past? As I remember, 
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the loans made in the past, in most instances, were, more or less, put 
into a revolving fund. 

Mr. Houutster. No, sir. 

Senator ELtteENpER. And that revolving fund was used in the host 
country only for the purpose of making additional loans in the future? 


REPAYMENT OF PAST LOANS INTO TREASURY 


Mr. Houutstser. No, sir; in general, that has not been the case. In 
general, the repayments and interest payments on loans made in the 
past have been returned to the Treasury. 

Senator ELLENDER. What about your revolving fund? 

Mr. Houuister. You are talking about the Export-Import Bank? 

Senator Exnenper. No. I am talking about loans that were 
handled by the local government from proceeds they obtamed from 
ICA; in other words, counterpart funds. 


COUNTERPART FUNDS 


Mr. Houutster. You are talking about counterpart funds? 

Senator ELLENDER. Yes. 

Mr. Houuister. Which are not funds owned by us. They are funds 
owned by the other country. 

Senator ELLENDER. But cannot be spent unless they have your 
permission. 

Mr. Houutster. We have some control over the way in which they 
are spent. We have no right to repatriate that. Those funds do not 
belong to us; they belong to other countries. 

Senator ELLtenpeErR. I go back to the proposition, though, that in 
this case the funds will be handled and dealt with entirely by our own 
people. 

Mr. Hotutster. That is correct. 

Senator ELLenpER. Without consultation with the host countries? 

Mr. Ho.uuisizer. Except insofar as it may be necessary to work out 
the details of an operation in a country. 

Senator Porrer. Mr. Hollister, will loans be made on an individual 
basis, or do we have a set formula for the handling of loans? 

In other words, in certain countries, certain individuals, will you 
make softer loans in one country than other countries? 

Mr. Houuisrer. I think that would be probable. We would have 
to meet every condition the best way we could. 

We certainly want to have sufficient discretion so that we can 
move any way advisable. 

I think our rates of interest would probably be the same every- 
where, but it is conceivable that some type of loan might be a 10-year 
loan or something shorter. Some of the current loans we are making 
are 40-year loans. 

INTEREST RATE ON LOANS 


Senator ELLENDER. What is the rate of interest? 

Mr. Houutster. At the present time the rate of interest on loans 
is 3 percent payable in dollars, 4 percent if paid in foreign currencies. 

We have now under consideration with the NAC, which, as you 
know, rides herd on these various matters, the question whether we 
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ought not change our interest rates in the foreign countries, in light 
of the higher interest rate in this country. 

Senator ELLENDER. We get as much interest as we have to pay for 
money. 

Mr. Ho.utster. We cannot follow this rule entirely in making 
loans repayable in local money. In this country it does seem sound. 
When a Government lending agency lends in this country, it should 
get the same interest it has to pay the Treasury for the money it gets. 
You cannot apply this rule exactly in the foreign field, but it does 
seem to me it ought to be higher than what we are getting now, par- 
ticularly as we have in most of these loans a 3- or 4-year grace 
period before interest and amortization begin. 


DURATION OF LOANS 


Senator ELLenpER. Are most of these loans 50-year loans? 

Mr. Houuister. No, sir; most of them are 40. 

Senator ELLENDER. What has been your experience with the loans 
made under the existing program? 

Mr. Houutster. They have not been out long enough to be able to 
tell. 

Senator EttenpeR. Did I understand you to say you are getting 
some repayments now? 

Mr. Ho.uister. Suppose you get Mr. Murphy on later to go into 
the details on that. He points out that on the dollar loans made, 
except for the default of Turkey last year, there have been no defe ults. 

I was thinking more of these local currency loans which are more 
like the kind of loans we would have to make at first in this area. 


LOANS TO GOVERNMENTS 


Senator ELLENpER. Do you anticipate that you will be making 
most of your loans to governments rather than to individuals? 

Mr. Houuister. I just don’t know. I think at first we will 
probably be dealing with governments because we have a certain 
number of these projects which, if we had not adopted this new 
system, would have been going forward under the old system and 
they are in such shape that they will be the logical ones to take up 
first. 

I think it is more probable, then, that the first of them will be with 
governments. 

But it is our intention to move as fast as we can into a field where 
we will encourage private enterprise. 

Senator ELLenprER. If you do make your loans to private enterprise, 
will you still retain an administrative watch on the projects, whatever 
they might be? 

Mr. Houuister. Yes. 

One thing we do want to keep away from, of course, is being in the 
position of putting people on the board of directors, things of that 
kind. But we will be following things as closely as we can. 


CRITICISM OF GOVERNMENT-TO-GOVERNMENT LOANS 


Senator Munpt. Mr. Hollister, there has been some criticism of 
government-to-government loans in that it will tend to perpetuate 
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socialism in that country, or expand socialism, whereas if we can 
make government loans to individuals, you tend to expand the concept 
of private enterprise. 

Do you see any validity in that view? 

Mr. Houuitster. That is something which we are watching all the 
time. It must be remembered that in underdeveloped countries you 
are working in an entirely different situation than if you were working 
in this country where we have sound business practices. 

In most of these countries very little capital investment is avail- 
able. In these large projects it is hard to get private capital in. We 
do our best to encourage private capital and encourage American 
capital to go in, but we have never had the authority which we are 
asking for here to push private capital activity and we hope this will 
enable us to convince the countries on the necessity of encouraging 
private capital. 

Senator Munpr. Up to now that foreign aid program is subject to 
that valid criticism. Rather than tending to strengthen the country 
it has tended to weaken it. 

Mr. Hou.isrer. I think you are right, and remembering all the 
time, Senator, that we cannot teach overnight the procedures which 
you and I understand as part of our daily life to people who have been 
hundreds of years in the shape these countries, in which we are most 
interested, are in 

Senator Munpr. It is a great opportunity for education at a time 
when we are providing the teachers and paying tuition. We have a 
wonderful chance now to conduct educational work. 

Mr. Houutstpr. We are encouraged with the development we are 
having in some countries. 

Senator Munpr. You touched on one of my favorite points and 
one of the biggest criticisms I see in our programs of the past, and you 
disturb me in what you said in answer to Senator Potter’s question, 
because I think it is going to happen again. I discussed this with 
Secretary Dulles yesterday. You said in these loans you give them 
a 3- to 4-year grace period. Does that include payments both of 
interest and principal? 

Mr. Hou.ister. Senator, I said that has been what we have been 
doing in the general loans we have been making to countries, rather 
than in individual project loans. We have not yet made any prog- 
nostication of what we are going to do in this area. We think we 
will have a completely new approach to the whole program. 

Senator Munpr. Has your grace period included both interest and 
amortization payments? 

Mr. Houuisrser. Yes, sir. 


BUSINESSLIKE PROCEDURE ON LOAN REPAYMENTS 


Senator Munpt. I want to say, as persuasively as I can, I think 
that is one of the great, glaring weaknesses of our program of the past. 

As a businessman, you know, and, as a man that used to be in the 
mortgage business, T know, that, if you teach people who borrow 
money bad repayment habits in the first few years of their experience, 
you have tricked yourself into a situation where it is very difficult to 
get them ever started to make these payments; whereas, if we start 
the very year they get the money, insisting that paying something 
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and I am not concerned about the amount, but they start repaying 
something so that they have to maintain the bookkeeping procedures, 
they have to maintain the financial records, they have to maintain the 
corresponding contacts with this country, they have to get in the habit 
of meeting a payment date and paying something, start at once to 
recognize this is not a giveaway program, this is a partnership pro- 
gram, this is a loan that has to be paid, they get trained in that and it is 
easier for them to meet a bigger payment ‘each year as they are better 
able to pay them. 

But if you tell them, ““This is your money, and 5 years from now we 
will be collecting interest and amortization,’ you have made a bad 
debtor out of what could be a good one at the start. 

I do not think there is any justification for this Government to 
start out and trick itself into that, and that has been the basis in the 
past. I certainly am going to insist every time I can in this committee, 
and on the Senate floor if I have to, that we do this thing on a business- 
like basis as we go into this new program. I hope you share that 
conviction. [ am not interested in the amount. If you say they are 
going to make a token payment, it isa payment, and it is a start. 

Senator Cuavez. In the ev eryday life of American business, the 
grocery store, doctor, druggist, you tell a man, ‘All right; we will 
sell you some furniture for $150 or $200, but, listen, you start paying 
now.” 

Senator Munopr. Right. That is human nature. The whole 
installment payment concept is built on that. 

Senator Cuavez. When you talk of governments, you are talking 
of the people involved. 

Senator Munpr. Precisely. I hope when you make the proposal, 
it is made in recognition of those businesslike concepts and, if it is 
not, I hope this committee forces you to accept it or the Senate, itself. 

I would much rather have it come from you fellows who are in 
charge with a reasonable program and figure it up at any level that 
you want, but get the mechanics of the payments begun at the time 
you make the loan. 

Mr. Houutster. I have a great deal of sympathy with what you 
say, Senator. Let me add this: With respect to the loans we have 
been making, generally, the question often was, ‘Is it a grant or is it 
a loan?” 

Senator Munpr. The quickest way to change a loan into a grant is 
not to start collecting interest at the end of the first 12 months. That 
is why our loans all became grants. 

Mr. Houuistrser. There are two sides to the argument. The loans 
have been made in a number of cases where the present ability of the 
country to pay anything is pretty limited, Senator. 

Senator Munptr. You know there is not a country in the world but 
what can pay something. We are not talking about size. There is 
not a country in the world that cannot pay something. Am I right 
on that? 

Mr. Houuisrer. If the country has to pay something immediately, 
it means we have to give the country the same additional amount so 
it can pay it. 

Senator Mu npT. You are talking about $100 million when you say 

“something.” Is there not a country in the world that could pay 
back a dollar? You know that, and I know that. Let us get realistic 
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about this. I am getting all fed up with this idea of deluding the 
people that we are making them a loan when it is a grant, when we 
have built into the thing to begin with the fact that it becomes a 
grant. We have given them a bad training. We should collect a 
small amount, enough to teach them the habits of repayment. 

Mr. Houuisrer. | think this fund we are asking for will help us 
very much in doing that because, you see, these loans will be made, 
in general, against some particular project, whereas today our loans 
have been general loans to a country, not on particular projects. 

Senator Munpr. It will certainly help you to get the funds you are 
asking for if in your representation you put it to us this time on a 
businesslike basis and do not come telling us that they cannot pay us 
anything, because you impair them. 


POLICY TOWARD UNDEVELOPED COUNTRIES 


Senator Cuavez. Mr. Hollister, I am interested in what you call 
the undeveloped countries. 

Now, we did not use that system up here in order to grow in the 
United States. We were undeveloped, and we had population from all 
over the world. They took a chance. They got by. I think you 
are spoiling the undeve ‘loped countries by giving them a handout. 
Listen, they do not what it. Whoever is at the head of the govern- 
ment at the moment might want it, but the people would rather try, 

I think I know of so-called undeveloped countries. Take Latin 
America. I would say that Argentina is developing just as rapidly as 
any other country. It is the closest thing to the American standard 
of living outside of Canada today that we know of, and there are 
others. I know the character of those people, the characteristics, 
and they do not like a handout. They do not. 

The politicians who are in charge of the government at the particular 
moment would be interested, but the people as a whole do not want a 
handout whatsoever. They would rather keep their pride and self- 
respect. 

Senator Munpr. Yes; you maintain the self-respect of the recipient 
people, which is another very important factor. This is so basic that 
I cannot understand the thinking of the people who come down here 
and say, ‘We are reluctant to try it. We will let them start 12 years 
from now, 4 years from now.” 

I do not believe we should begin a loan program at all unless, this 
time, we do it recognizing those simple facts of life. I am not a bit 
concerned about the financial aspect at the beginning. It does not 
have to be a big payment. Ido not want to injure them. I recognize 
they cannot make much payment. But they can start. There is no 
reason at all to scrap the whole concept of loans; and telling the 
American people it is not intended to be a grant, it is a loan, we are 
kidding them. 

ADMINISTRATION FUNDS 


Senator Dworsuak. Mr. Hollister, are you planning to discuss 
administrative personnel, or will that be done by your budget officer? 
Mr. Houuister. He will be able to discuss it in detail. I do want 
to make a very strong plea, if you want to call it that, or argument, 
against any further cut in the administrative budget for which we 
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asked. We asked for $35 million. It has been cut to $33 million 
by the authorizing committee. 

‘Of course, while a large sum, it is not large when the whole program 
and what we have to do is considered. As we bave moved in the last 
year or two, and will move more and more into the refined programs, 
programs where we have specific projects which we are working with, 
programs of technical development, in contrast to, you might say, an 
overall grant of money or grant of commodities, which comes almost 
to the same thing, we have needed much better administration and 
much more careful administration. 

As we increase our technical assistance program, which is the one 
program there does not seem to be much argument about, and as more 
technicians go into the field, we need more administrative funds. I 
believe very sincerely that it is very penny wise and pound foolish to 
cut down on the administrative fund that we need in order to do a 
good job of policing this very difficult program. 


SITUATION IN IRAN 


We are condemned by certain committees because in Iran and other 
countries under crash programs some years ago, we spent money, 
some of which now may be difficult to account for, and sometimes 
things which ought to have been on hand have disappeared. 

A large part of that was not onlv because of the necessity of the 
crash program, as in Iran, because of the danger of the country turn- 
ing over to the other side, but because of the fact that we had in- 
adequate auditors, inadequate end-use checks, and inadequate ad- 
ministration. 

Senator DworsHak. You had the largest number of employees in 
Iran of any one country in the world. Why should that happen there? 

Mr. Houutster. We haven’t more than in any other country of 
the world. I would doubt that. 

Senator ELLENDER. In proportion to population? 

Mr. Houutstrer. There, again, the number of employees is based, 
of course, on the nature of our program. We might have a $50 million 
program in one country which would not need as many employees as 
a $5 million program might need, because a $5 million program might 
have a great many technicians involved and the other one might be a 
general-commodity program. 

Senator DworsHak. After 10 years, have you not attained pro- 
ficiency in the way of giving away this money? 

Mr. Houustrer. I am trying to talk about keeping from giving it 
away. What I have been trying to do in the last few vears is to say 
“No” all around the world. 

Senator E.uenpEer. That is why I said, a little while ago, I had 
mixed emotions when you said you were going to leave, because I do 
not believe vou are in entire sympathy with the program. 

Mr. Houutster. I am in sympathy with the program. There are 
many things to be done around the world; the question is relative 
priority of what you are going to do. There are so many good pro- 
grams. Some very expensive; some not as good as others. ‘The prob- 
lem is, with the limited resources we have, to do the best job we can in 
the various countries. Wedo need the proper kind of people to ride 
herd on them all. If vou spend a little money on the proper kind of 
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administration, you can save a lot of money in the result you have all 
around the world. 

Senator ELLENDER. With all due respect, Mr. Hollister, I wish to 
say this to you, that you have had many misfits abroad. 

Mr. Houtistrer. Yes, and you have met some pretty good ones, too, 

Senator ELLENDER. Yes; some. 


REPAYMENTS ON LOANS 


Senator Munpv. I do want to say for the record | think you have 
done a fine job of a difficult task. lam sorry you are leaving. I would 
like to leave you this challenge: 

Before you go, you can write yourself an important niche in history 
if you will aid in changing this program from an eleemosynary institu- 
tion to one of sound financial transaction. 

Mr. Houuister. That is what we are trying to do with the develop- 
ment loan program. 

Senator Munopr. It cannot happen unless you start the repayments 
at the end of the first fiscal year. There is no use kidding us. You 
know it because you have had more experience in business than most 
of us. We have all had some. Human beings are the same all over 
the world. 

There is not an installment credit program, FHA or purchasing 
program, that cannot work. But if we say ‘“‘Look, you go into a 
Rip Van Winkle sleep for 5 years, when you wake up you start making 
payments,” we afe not sincere about the loan program and we ought 
to come clean with the American-public. 

Senator DworsHak. There has been some publicity recently re- 
garding the revelation made by the House Government Operations 
Subcommittee headed by Congressman Hardy, of Virginia. I am not 
going to prolong this partic ular hearing by asking questions, but I 
want the proper official in ICA to discuss this and answer questions. 

Will vou see that someone does that, or do you prefer to do it? 

Mr. Hotusrer. Senator, I will be very glad to. You are talking 
of individual projects? 

Senator DworsHak. No. 

Mr. Houutstrer. If you are taking generalities, I will be very glad 
to discuss them with you. 


DWORSHAK AMENDMENT 


Senator Dworsnak. All I am talking about is this: I have here a 
copy of an article which appeared on July 15 in the Chicago Daily 
Tribune written by Willard Edwards. He refers to recent disclosures 
made by the House committee in its hearings indicating that probably 
there has been some illegal activity on the part of people to propagan- 
dize before the American people the need of continuing and e xpanding 
this foreign aid program. 

Now, this article refers to an amendment which I sponsored and 
which became law in 1952 and it is charged that this act is being 
violated by virtue of directing personnel to carry on propaganda to 
sell this program to the American people 
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PROPAGANDA ACTIVITIES 


The objective of my amendment at that time, 5 years ago, was not 
to prevent [CA or mutual security or whatever the agency is called at 
the moment, from emphasizing abroad the liberality, the generosity 
of this program and our efforts to rehabilitate the economies of these 
countries who have been receiving this aid. 

But, on the other hand, I recognized 5 years ago and I do today, that 
there is no justification for ICA to have personnel within its organiza- 
tion specifically to propagandize the American people in various ways 
to impress upon them the need for continuing and expanding this 
program, 

Now, maybe all of this hullabaloo in the press recently, and the 
disclosures made by the House committee, are not justified, but 
certainly you know to what I refer. 

Mr. Houutstrer. I know exactly what you are talking about. I am 
familiar with all the facts connected with it. 

At the time I took up this work 2 years ago I leaned backward to see 
to it that there was no violation in my organization of the amendment 
that carries your distinguished name. 

Very recently I discovered inadvertently that there was one em- 
ployee whose activities | thought were unnecessary. 

Whether what this person was doing might ultimately turn out to 
be a violation, I am inclined to doubt. I don’t think it was in the 
propaganda area. This person was known as a consultant. I noti- 
fied the man in charge of that department that I wanted that con- 
sultancy stopped; I think this was on Friday, and it ceased the next 
Monday. 

I have given strict instructions if we have anybody else of that 
kind, they are to be relieved. I have been informed that we have 
nobody of that kind. 

Senator DworsHak. I appreciate your foresight. 

Mr. Houuister. Considering the size of what we do, I think we 
have a very sma!l office—-we call it the office of public reports. to han- 
dle whatever publicity we have. We have to have a certain amount 
of employees available to answer questions to Members of Congress, 
from the public generally, and give them information. 

But we are not engaged in propaganda, and we don’t expect to be 
engaged in it. 

Senator DworsHak. At the time the amendment was approved by 
Congress there were 88 persons engaged in that activity, and the 
number was cut to 18. I hope there has been no increase in that 
over the past few years. 

I want somebody to answer specifically my questions later on. 

Mr. Houuisrer. | think you will find we are entirely clear. 

(The following information was subsequently submitted:) 


Office of Public Reports 


1952 1957 
Number of positions 88 18 
Total salaries $598, 000 $124, 915 
Other operating expenses 300, 000 | 37, 288 


Senator Dworsuak. I know you, personally, are in accord with the 
objectives of my original amendment, but you are leaving. I want 
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some assurances they are not going to ignore that and bypass it in 
some ways in order to impress upon the American people the advisa- 
bility and the alleged security need or needs of expanding this pro- 
gram. 

Senator ELLENDER. Mr. Chairman, I have just a few words on the 
special assistance fund. How much of that money is on a loan basis? 

Mr. Houuister. We don’t know yet. It depends on what we work 
out. For instance, take a thing like the Hungarian refugees; if an 
emergency of that kind comes up, obviously, ‘that could not be on 
a loan basis. We put $40 million in that activity. I went over to 
Vienna with the Vice President, particularly to check up on what the 
costs were going to be, but you could not put that on a loan basis. 


AUTHORITY TO MAKE GRANTS 


Senator ELLENpDER. Would the President have the authority to 
make grants of all this money we are providing for special assistance? 

Mr. Ho.utster. There would be that authority; ves, sir. 

Senator ELLENDER. It could be on a grant basis? 

Mr. Houutstrer. That is correct. 


LETTER OF DIRECTOR OF THE BUDGET 


Senator ELLenpER. Now, Mr. Hollister, I would like to ask you 
this question: Are you familiar with the Brundage letter sent to 
members of the President’s Cabinet directing the rate of commitments, 
obligations, and expenditures of fiscal year 1958? | presume you 
received a copy of that letter. 

Mr. Houuister. Yes, sir. 

Senator ELtenpeER. In this letter, in the second paragraph, the 
second to the last sentence, Mr. Brundage says: 

For all appropriations, however, there should be a critical analysis of all activ- 
ities, and advantage should be taken of every possibility for reductions; appor- 
tionments in all cases should be consistent with “allowable”? sums being used in 
planning the 1959 budget. 

Will you tell the committee what are the allowable sums that you 
are presently using and planning for the 1959 budget? 

Mr. Houttster. I would rather have Mr. Murphy talk about that 
when he comes before vou, Senator. 

Senator E.Lenper. I will save the questions for Mr. Murphy. I 
hope that he will be well prepared. 

Chairman Haypen. Mr. Hollister, vou say you have to catch a 
plane? You will be able to come back again? 

Mr. Hotuister. | will be glad to come back any time you want. 

Senator Cuavez. When are you leaving the Government? 

Mr. Ho.uister. I promised the President that I would finish the 
session of Congress. 

Senator Cuavez. You intended to quit the Ist of August? 

Mr. Hou.ister. As far as coming up for hearings, even if I am 
away, I would come back and help you gentlemen all I possibly 
could. 

(Thereupon, at 12:25 p. m., Thursday, July 18, 1957, the com- 
mittee was recessed to reconvene at 10:30 a. m., Friday, July 19, 
1957.) 
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GENERAL STATEMENT 





Chairman HaypEen. The committee will be in order. 

Secretary Quarles, you have a prepared statement. It is not very 
long. I think you had better read it. 

Mr. Quarues. Thank you, Mr. Chairman. 

Chairman Haypen. Then we can ask you some questions afterward. 

Mr. Quaries. Mr. Chairman and members of the committee, the 
President recently said of the mutual security programs: 

There are no dollars today that are being spent more wisely for the future of 
American peace and prosperity * * * 

The security of our country and the attainment of a just and 
lasting peace are certainly the ultimate objectives of these programs. 
They have in the past made solid contributions toward the accom- 
plishment of these goals, and the mutual security proposals which the 
President has submitted to you for fiscal year 1958 are designed to 
permit us to carry forward vigorously our pursuit of these ends 
consistently with the maintenance of our present high level of pros- 
perity, which is essential to and integral with our long-term security 
objectives. 

The military assistance program, supporting as it does the world- 
wide collective security system in which we participate, promotes the 
development of reliable defensive and deterrent strength throughout 
the free world under terms that are very favorable to the United States. 
Defense support is essential to enable some of our allies to maintain 
forces committed to the maintenance of free world peace and security 
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without jeopardizing the stability and independence of their economic 
and political institutions. Technical cooperation and the develop- 
ment loan fund are designed to strengthen the economic bases of some 
of the less fully developed nations of the free world, thus not only 
assuring their independence, but also expanding the world trade and 
investment potentials on which their and our continued prosperity 
depends. 
THREAT OF INTERNATIONAL COMMUNISM 


As I attempted to bring out in my appearance before this com- 
mittee last month, the threat to the future of American peace and 
prosperity which is posed by militant international communism re- 
mains very great. It is a threat which the rapidly advancing and 
war-oriented “technology of the Soviet Union has mounted in unprece- 
dented power and diversity. They have maintained massive forces 
and have developed modern weapons of terrible potency with delivery 
systems capable of spanning the continents and seas which formerly 
were barriers between us. 

The consequence has been that, for the first timé in history, the 
United States is exposed to the possibility of an instantaneous and 
widespread attack of the most violently destructive sort. 

Our approach to this aspect of the threat of today has been to de- 
velop the potentiality for such immediate and decisive retaliation that 
massive aggression against us would be of no advantage to the Soviet 
Union. They have perfected the technique of infiltration and local 
aggression to a point where it must figure importantly in all of our owa 
defense thinking. Any further erosion of the free world by the Com- 
munists would have a number of very unfortunate effects on our 
defense position. 

First, the expansion of the Communist sphere of domination and 
influence would increase the threat to us by giving them more ad- 

vanced bases from which to mount an air atomic attack. Second, it 
could enhance their ability to engage in further localized excursions 
into our free world positions. Third, it could have a limiting effect 
on our ability to adjust our own strategy to the exigencies of the 
ever-changing world situation. 

Finally, the loss of any part of the free world would have a serious 
effect on the determination of free nations to resist economic and 
political domination and on their spirit of independence, in the absence 
of which we in the United States could hardly build a secure and 
prosperous future. 


WORLDWIDE COLLECTIVE SECURITY SYSTEM 


The free world’s answer to this insidious aspect of the Soviet threat— 
an answer which in addition enhances our own deterrent power—has 
been the development of a worldwide collective security system in 
which the strength of the United States is united with that of 42 other 
nations whose forces are committed to the common task. 

In furtherance of these arrangements, and in order to give them real 
backing, the United States carries on its defense assistance program of 
military assistance and defense support. This program assists our 
allies to build up their defensive forces through the provision, to many 
of them, of military equipment, supplies and training, and, to several 
of them, of economic assistance to help their economies bear the burden 
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of sizable military forces. Toward the mutual goal, these allies pro- 
vide manpower, bases, and, in the aggregate, by far the greater part of 
the financing of their defense requirements. The result has been the 
development of a free world defense force of very much greater strength 
and effectiveness than would have been possible without our mutual 
effort 

It is not difficult, then, to see why we regard the defense assistance 
program as one of the important parts of our own overall defense e fort, 
and why we are asking that the funds for both military assistance and 
defense support be authorized on a continuing basis and included in 
the Department of Defense appropriation legislation. The program 
is an essential element in our long-range de fensive planning and will 
continue to be so long as it makes an effective and worthwhile contribu- 
tion to free world security. 

In order that we may continue to realize the benefits which our 
investment in mutual security is paying, the President is requesting, 
for military assistance in fiscal year 1958, new obligational authority 
of $1.9 billion and reappropriation of our $500 million bilance of un- 
obligated funds, and, for defense support, new obligational authority 
of $900 million. The program to which these funds are to be devoted 
is designed to help our ellies maintain the forces we and they have 
developed, to increase their effectiveness through modernization, and 
to provide the added economic assistance necessary to enable some 
of our allies to support sizable military establishments. 

Our efforts to bring the defense assistance program more com- 
pletely into phase with the regular planning and procurement activi- 
ties of the De ‘partment of De fense will be greatly aided if these funds 
we are requesting are made available to us until expended. 













NO-YEAR 


The Army, Navy, and Air Force have no-year funds for their own 
major procurement and, since the services carry out most of the pro- 
curement for military assistance, the efficiency of this entire aspect of 
defense operations could be significantly improved if defense assistance 
funds were put on a no-vear basis. 

It is essential that the forces we are helping our allies to support be 
so equipped as to be effective against the Communist menace in what- 
ever form it takes. The great technological advances which the 
Soviet Union has made in recent years dictate that certain of the free 
world defensive forces must, in order to accomplish their mutually 
agreed missions, have the latest jet aircraft and missiles and early 
warning and electronic communications systems. 
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DEFENSE ASSISTANCE FUNDS 
























PROVISION OF ADVANCED WEAPONS TO ALLIES 


Continuing a program which we initiated last year, we expect to 
apply an important part of the funds requested this year to the pro- 
visions of such advanced weapons to those of our allies who are able 
to make effective use of them, or who can develop such a capability if 
provided the necessary equipment and training. The success of our 
worldwide system of collective security depends on our taking prompt 
action to help these allies keep pace with the growing force that is 
posed against us. 
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The military assistance program for the coming fiscal year has been 
austerely designed to meet our international commitments and to 
provide that minimum support of our mutual defense system that our 
own interests in this uneasy world require. 


REDUCTION IN BUDGET REQUEST 


Without jeopardizing the accomplishment of either of these goals, 
the President’s request for $1.9 billion in new funds reflects a reduction 
of $500 million from the amount in his original budget. This reduc- 
tion has been made possible through careful screening of the needs 
to be met with the total funds available to us during fiscal year 1957, 
The fiscal year 1958 requirements which are to be met with the funds 
we are now seeking have been scrutinized in this same way, and the 
amount of our request is the minimum which we consider necessary 
for the effective maintenance of our security through military 
assistance. 

REDUCTION IN CARRYOVER FUNDS 


We have also made great progress toward reducing to the optimum 
operating level our carry forward of military assistance funds which, 
although obligated, have not yet been expended. Over the past 5 
years we have succeeded in cutting this unexpended balance almost 
in half, and we anticipate that it will be further reduced by our 
operations in the coming fiscal vear. We keep both the size and the 
content of this so-called pipeline under constant review, and we 
believe that it is now very effectivelv performing its function of keeping 
military assistance deliveries moving smoothly and expeditiously to 
the recipient countries. 

I want to emphasize that the defense assistance program has been, 
and remains, an essential and integral part of our own defensive efforts. 
Our contribution to the great buildup of free world strength that has 
taken place in the last 10 years, although indispensable, has been 
small indeed, compared to what it would have cost us to build up 
comparable strength entirely with our own resources. And through 
this program we have assured that vast areas of the world, the loss of 
which would seriously threaten our security, remain free and inde- 
pendent and with well-trained forces ready to join with us in meeting 
the common peril. I am convinced that the investment that is neces- 
sary to maintain our support of this collective strength is among the 
very best that we can make in our continued quest for lasting peace and 
security. 

Chairman Haypren. Senator Dirksen, you have some questions? 


SAVINGS IN UNITED STATES DEFENSE EXPENDITURES DUE TO PROGRAM 


Senator Dirksen. Mr. Secretary, I will address this either to you 
or Admiral Radford. Has any figure ever been contrived to show how 
much more we would have to spend on our own Armed Forces if we 
did not have the military assistance program? 

Mr. Quar.es. Senator Dirksen, there have been some efforts made 
to produce such a figure. I think about all we have been able to do is 
to make a qualitative statement, that it would be many times. That 
is, to produce the equivalent strength would be many times what it 
has cost us in our funds to help build up this strength in our allies. 
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PPT think Admiral Radford might well comment on that, because it 
involves the military problem of saying whether we could have done 
it at all, or not, ourselves, and allowing the Red tide to come to our 
shores, you might say—well, we could not even have done it, no 
matter how much we had put in it. 


COST OF MAINTENANCE OF FORMOSA DIVISIONS 


Senator Dirksen. As Admiral Radford knows, over the last few 
years we have been talking from time to time of getting 7 or 8 di- 
visions in Formosa for the same amount of money it would take to 
equip and train and maintain abroad 1 division of American troops. 

Now, this is just another way of expressing that, but it seems to me 
such a figure, even though somewhat spec ulative, if it could be con- 
trived, would certainly be helpful in presenting to the country and 
particularly i in those areas where people are not too well sold on the 
mutual security program, that actually if we did not have the program 
we would have to lay out X additional dollars for our own Armed 
Forces to get the same amount of security. 

Admiral Raprorp. I am sure, Senator, we can make an estimate 
there, or statement, that covers that point and put it in the record and 
it will be quite accurate. 

Senator Dirksen. It would be quite accurate? 

Admiral Raprorp. I think so. I think we could come pretty close 
to an estimate. 


TOTAL ALLIED FORCES RECEIVING PARTIAL SUPPORT 


When you think that the total allied forces (land, sea, and air) that 
we are supporting or helping to support, because we don’t pay all the 
costs, are somewhere ie 7 million and 8 million men, I believe, 
and I may be wrong, I don’t have the exact figures up here—— 

Mr. Spracus. Five million in ground forces. 

Admiral Raprorp. Five? 

Anyway, they are very great. I am sure that we can get a state- 
ment to include in this record which will cover that very well. 

Senator THyr. Mr. Chairman, before we leave that point, if I 
might- 

Chairman Haypen. Certainly. 


MAINTENANCE OF BASES IN FOREIGN COUNTRIES 


Senator Ture. Admiral Radford, and also Secretary Quarles, 
without this mutual security program you could not have expected 
to maintain bases in foreign countries that you are maintaining for 
the purpose of our national defense. If you did not have this sort 
of program, you would not have any reason, nor would you be ex- 
pected to maintain an American base in many of these countries. Is 
that not true? 

Admiral Raprorp. I am quite certain of that. 

Senator THyr. Without those American bases, your national de- 
fense and your own security would most ce rtainly be in greater jeop- 
ardy in the event of an enemy attack than it is at the present time 
with the bases in foreign countries such as you have? 

Admiral Raprorp. That is correct. 
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Senator Roperrson. From the very start I have always taken the 
position, first, that we needed allies, and, second, that it was good 
economy from the standpoint of manpower and material for us to give 
military assistance to those who are willing to stand with us. But 
through the years there have been some serious problems that have 
developed. In the first place, the military program has not been 
controlled by our military organization. 

Now, we have a recommendation which has not yet been put into 
law, that this military assistance become a regular part of the Defense 
appropriation bill, but that has not been done. 

The first thing I want to know, as to the money concerning which 
the Secretary and Admiral Radford are now testifying, is, Will the 
military authorities have complete control, or will they recommend 
somebody else to administer it? 


DEPARTMENT OF DEFENSE ADMINISTRATION OF PROGRAM 


Mr. Quartes. Perhaps I can speak to that, Mr. Chairman. As 
you have noted from our presentation, we are requesting that the 
defense assistance appropriations be incorporated in the appropriation 
to the Department of Defense and it will be administered by the 
Department of Defense. However, I do not want to give the impres- 
sion that it will be administered without coordination with and, to a 
degree, integration in the Department of State programs, because 
they still have an important voice in the policy in relation to this 
program in each of the countries. 

But, militarily, I would say we are meeting Senator Robertson’s 
point; that is, that the military planning will be in the Defense 
Department. 

Senator Rosertson. That is gratifying, and that partially answers 
the question raised yesterday by Senator Ellender with Mr. Hollister; 
namely, What is military assistance and who draws a distinction 
between what is helping the military and what is helping the economie 
situation in any given area? 

Do I understand that the Defense Department is going to make 
that. decision, or will the State Department make it? 

Mr. Quarues. The relation to economic assistance, one cannot 
escape the fact that these two do tie in together and one has an impact 
on the other and one cannot escape the fact that they both have im- 
portant foreign-relations aspects as well as military aspects. But I 
think it is fair to say that the setup we are now recommending to the 
Congress will get this thing back in the right place, where the military 
people will be dealing with the military aspects of the problem and 
dealing responsibly with them. 

Senator Ropertrson. Do I understand, then, that when you get 
$800 million or $600 million, or whatever amount you get for military 
assistance, that will be limited to a military objective, even though a 
powerplant, for instance, that would help the production of arms 
could be used later for domestic production of various kinds, but that 
you will have a military objective in each one of these plants that you 
will authorize that will be independent of some country saying, 
‘““Well, we need a factory or cotton mill,” or something of that kind? 
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DEFENSE-SUPPORT FUNDS 


Mr. Quaryegs. I think, Senator Robertson, it is fair to say it will, 
but, if 1 say that, | would give the wrong impression. The defense- 
support funds are very consciously paid into the governments to help 
them maintain the military forces which they will provide. However, 
they are for the explicit purpose of helping them cover the cost of 
forces which they could not otherwise provide. 

Senator Roserrson. | think the voters in Virginia and in the South 
have shown some restlessness over the cost of this foreign-aid business 
and have felt that the result was not up quite to expectations. They 
would not object to supporting a proper military program, but would 
not want economic aid continued under the guise of being military 
assistance. That is what Senator Ellender was discussing yesterday. 
Is that not what you had in mind, Senator? 

Senator ELLENDER. Yes. The people of this country have been 
opposed to grants, and some people on the Washington level have 
changed the name from grants to defense support. Defense-support 
money is no different than direct economic aid. 

I am sure of that. That is going to be proven when your witnesses 
appear to give us the details. 

It is my understanding that the defense-support items will be put 
under the military for convenience only, but it will still be managed 
by ICA as it has been in the past. Am I correct? 

Mr. Quar.es. I certainly would not say you are wrong, Senator 
Ellender, but I think expressing it the way you have might give an 
impression that is not quite right. 

Senator ELLENDER. What is wrong with what I said? Ihave talked 
to the people in the field. I think I know what | am talking about; 
Mr. Quarles. 

Mr. Quarues. I am very sure you do. However, I would like to 
express it this way, and | think this is also a fair way to express it, 
and that is that our dealings with these countries, of course, are 
through our chief of missions there who is ordinarily our ambassador, 
and we are dealing with what we now call defense-support matters. 

Senator ELLENDER. Economy? 

Mr. Quarues. Well, to their national government. 

Senator ELLENDER. National economy? 

Mr. Quarues. Everything that helps their national government, of 
course, helps their national economy, but these are grants or contribu- 
tions or payments to their national government for the use by their 
national government in defraying the expenses of military forces which 
they could not otherwise maintain. 

Senator ELLenprER. Mr. Quarles, when I put that proposal to Presi- 
dent Rhee, only 8 months ago, he was insulted when I told him that 
we furnished the money to meet the monthly pay and allowances of 
his soldiers. 

Senator Dirksen. Senator Ellender, let me ask a specific question 
on the point of Admiral Radford, because I think he has the answer. 

(Discussion off the record.) 

Senator ELLENDER. I do not want to be misunderstood about the 
necessity of furnishing assistance to some of these countries, partic- 
ularly South Vietnam, Formosa, and Korea. 
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What I am objecting to and what I have argued against was that 
we have aided Western Europe until it hurts. We have helped our 
allies in Western Europe to the extent of about $35 billion. Not- 
withstanding the fact that we have restored their economies, not- 
withstanding the fact that their industrial capacity has increased 
from 100 percent prewar to 168 percent average now, you have in 
this budget over $700 million in order to assist our allies in Western 
Europe. 

Now, that is where I draw the line. It strikes me that since we 
have spent all of this money in Western Europe, since we have bor- 
rowed money to give them, since we are now spending at a rate that 
is beyond—well, we cannot describe it—for our own protection, since 
we are spending all this money in southeast Asia and all over Asia, 
why should we continue to spend this money in Western Europe? 

Of course, you have a good answer, that it is cheaper to get soldiers 
there than for us to arm them here. But when you wake up and find 
out that after you have spent all that money, after you have armed 
them, Britain is moving her soldiers into England and France into 
Algeria. Nevertheless, we are led to believe that in total there are 
200 active divisions. 

That is my complaint, Mr. Quarles. 

Mr. Quaruzs. I think there are a lot of basic facts, Senator 
Ellender, that you will want to see brought out in great detail. 

Senator ELuenprEr. I have had them brought out every year, and 
it is getting worse, if anything. 

, We were told if you do this, if you do that, you can expect certain 
results. Now we find that with all of the money we have spent, you 
are waking up to find out that in Holland, in Belgium, in Denmark, 
and in France, most of the divisions on which we are depending are 
paper divisions. 

Senator Dirksen. Of course, we cannot solve that problem by 
generalities. I think we had better have some specific military test. 

Senator ELLenpeER. I have been out there and talked tojthem. 


USE BY FRENCH OF MILITARY ASSISTANCE EQUIPMENT IN AFRICA 


Senator CHAvez. There is no generality about France. We have 
helped France by the billions. They have not done what they 
intended to do, or what they said they would do under NATO. They 
have them in North Africa killing Arabs. We are helping them 
militarily in order to keep up colonialism. 

Senator DworsHak. That is the point I would like to make, in 
pursuance of the question asked by the Senator from Virginia of 
Secretary Quarles, to be specific as to who is responsible for policy, 
the State Department, the Defense Department, or who, when France 
diverts American military equipment for use in Algeria in civil war. 

Our papers are full of articles indicating that we are creating 
hostility to the American people by virtue of permitting France to use 
equipment which we have made available to France for purposes other 
than they were originally planned for use in NATO. 

Now, who is approving that policy, or who is directing it? Can 
you, Secretary Quarles, tell us where the responsibility rests after this 
equipment is made available to France and is diverted? 
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Mr. Quarues. I think you know, sir, that the agreement under 
which we make this equipment available does not make it available 
for uses such as the ones you have mentioned. 

Senator Dworsuak. Is that a violation, then? 

Mr. Quarues. It would be a violation of the agreement to the 
extent that it was done, and I cannot speak offhand to the extent 
that it may have been done. I know that we have made it very clear 
that we did not want it to be done and I suspect that it is a very hard 
thing to control in minute detail, but I believe as a fact, as a broad 
thing, it has not been diverted to such uses. 

I cannot assert that none of it has been diverted to any such use. 
I think as a generality, which is not good enough, but as I say, there 
has been an attempt made to acomplish what you say. 

Senator Rosprertson. Mr. Chairman, if I may supplement what the 
Senator from Idaho has said, we have had this situation before, and 
somebody admitted that some of the heavy material we had furnished 
France for use of NATO had gone to North Africa because the first 
division in NATO had been stripped of everything except machine- 
guns and rifles, but that the equipment that had been shipped by 
France was France’s material. 

We may have helped them to get it originally, but at that time 
France had the ownership of it, to do with it what she pleased, but 
I would want to see that no more heavy equipment be furnished to 
France except under agreement it would not be taken away for their 
own use. 

We have had testimony to that effect, but they could not call back 
what had been taken to Algeria or wherever it was taken, Tunis, or 
somewhere, because at that time we did not have the strings to it, it 
belonged to France. 


REPORT OF EQUIPMENT USED IN AFRICA IN 1956 


Senator Toys. While we are on this subject, will it not be possible 
for the record to have a complete report as to the conduct of the 
French relative to any of the equipment that was furnished by the 
United States in the calendar year of 1956 because that is the year 
as to which we have raised questions and objections as to any of the 
equipment being used in any of its conflicts in Africa. 

So we should have for the record a complete report as to what is 
the status of it now. 

Senator ELLENDER. Personally, 1 do not know how much equip- 
ment was sent to North Africa, but I was informed that the French 
divisions in France were stripped of practically all of the infantry. 

Regarding the statement of figures that were requested by Senator 
Dirksen, I wish that Admiral Radford would add to the request the 
amount ‘of money that we are now spending and that has been spent 
in France, in England, in Spain, and the other countries of Western 
Europe. 

REHABILITATION OF AIRBASES IN ENGLAND 


Three or four years ago we made a solemn agreement with the 
British whereby the British would help us in rehabilitating 15 to 20 
new airbases. They were to furnish the land and half the cost of 
rehabilitation. Before complying, England withdrew and. good old 
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Uncle Sam picked up the tab. We spent around $350 million to do a 
job that was supposed to be accomplished by both of us. 

I would like that added to the sum that is being requested of 
Admiral Radford. It is important to get the full picture, including 
all of the gory details. 

Senator Ropertson. Mr. Chairman, we will have presented to the 
committee early next week a statement from General Norstadt, 
showing exactly what equipment, including 1956, that we have 
furnished France has been moved to Algeria, although we must bear in 
mind that France looks upon Algeria like we look upon Alaska and 
when they move equipment into Algeria they think that is into France. 

Senator Cuavnz. We paid for Alaska. 

Senator Rospertson. We paid $15 million for Alaska. 

Senator Dirksen. Seven million two. Did you say $15 million 
for Alaska? 

Senator Rosertson. I thought that is what we paid. 

Senator Dirksen. Seven million two. 

Senator Ropertson. It was a good bargain no matter which way 
you take it. 

Chairman Haypen. Is there going to be anything, any difficulty in 
obtaining the figures that the Senators desire? 

Mr. Quarues. While | am not quite sure we have followed all those 
requests, I think we can file responses to all the requests, Mr. Chair- 
man. We will be very glad to undertake to do so. 

Senator E.tenper. And what percentage of the budget goes to 
the military. You can get that, I am sure. 

Mr. Quarues. | am sure we can. 


PERCENTAGE OF BUDGET SPENT BY TURKEY ON MILITARY 


Senator ELLeENDER. And compare it to ours. 

I was told that Turkey was bleeding herself. Yet she is spending 
only 24 percent of her budget. We are spending about 68 percent of 
our budget to take care of ourselves. 

Chairman Haypren. Well, there is a question there of whether it 
is worth while to have Turkey for our ally, or not. 

Senator ELttenprER. That is all right, Senator, I am not questioning 
that at all. However, all countries “should bear a proportionate share 
of the burden, and that is not being done by our allies as long as we 
are willing to do it for them. 

Senator Hotitanp. Mr. Secretary, are General Norstad and General 
Gruenther, the former commander, going to be available where we 
can get some reliable testimony from them as to what has actually 
occurred in the NATO situation? 

Mr. Quaries. As you know, General Gruenther is out of the 
service. I do not know, I do not say that he would be unavailable, 
but I am not exactly in a position to produce him. I am not sure 
just how good a position he would be in to respond quantitatively to 
your questions. 

General Norstad has prepared, or has helped us prepare, a response 
to the question about the use of French equipment in Algeria and that 

response will be made available to the committee as soon as it is 
available. 

Senator HoLLtanp. General Norstad will be able to give us the 
figures as to the size of the divisions of France, Belgium, Holland, and 














MUTUAL SECURITY APPROPRIATIONS, 1958 77 


other troops in that area, as to whether they are paper divisions or 
whether they are really at operational strength. 

Admiral Raprorp. We have all of that information, Senator. 

Mr. Quartes. Mr. Sprague and our own military people here will 
be in a position to give you that. If you are not satisfied with the 
responses we can see what the problem of getting further testimony 
before you will be. 

But | think you will be satisfied with the responses we will be able to 
make to those questions. 

Senator HoLLaNnp. You mean responses by General Norstad? 

Mr. Quartes. | am suggesting that the witnesses that will be before 
you, led by Secretary Sprague, next week, will be in a position to 
answer just those questions. If you are not satisfied with the answers, 
let us then consider what will be involved in getting General Norstad 
over here. 
SITUATION IN NATO COUNTRIES 


Senator HoLutanp. The picture is not a pretty one, Mr. Secretary, 
and nobody could claim that it is because the allies that we are relying 
upon, first, have diverted manpower and their equipment-that we gave 
them to objectives from what they were committed to keep them busy 
on. 

Secondly, they have failed, as I understand it, at least, to con- 
tribute out of their manpower in the degree they were committed to 
contribute. 

Of course, the British are withdrawing. France has diverted. As 
a result of that, I think it is the result of that, the West Germans 
have already slowed down very greatly in their program. 

I think we are entitled to have authoritative statements from some- 
one who has been there on the ground and can give us a statement 
on which we can rely for all those points. 

It seems to me if we got anything less than the best available testi- 
mony on it, that we ourselves would be chargeable with neglect, a 
matter which has caused great concern not to just this committee, 
but to the whole country. 

This statement is all right as far as it goes, it is a group of general- 
ities, but I do not think it will satisfy the situation at all. I would 
be less than frank if I even suggested that it would. 

Senator ELLENDER. Senator Holland, when I returned from my 
recent trip last vear, I brought all that to the attention of Mr. Wilson. 
I sent him excerpts from my diary dealing with the subject. 

Senator HoLianp. | think you have rendered a very fine service 
and made a great contribution, Senator, but I do not think anybody 
going from place to place and as a civilian not having complete knowl- 
edge of the military situation that the commanders there should have, 


would be in a position to give the picture that we should have from 
them. 


POSSIBILITY 


_ After all, they are accountable to this Congress. I think we have 
just about reached the stage now where unless we do get a much 
clearer picture than we have had heretofore, we should consider 
taking drastic action to change our policy over there very materially. 
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Senator Toyz. Mr. Chairman, General Gruenther, of course, was 
in charge of that mission over there up until last November. General 
Gruenther i is in the United States. He is president of the National 
Red Cross. I believe he could make a very informative report to 
this committee relative to what the situation was in the calendar 
year 1956 and that is the history with which we are trying to concern 
ourselves right now. 

And General Norstad, of course, assumed the command last 
November. I was there at the time that he did assume the command. 

Therefore, if we feel after General Gruenther has made his report 
that we need additional information from General Norstad, then I 
believe it would be our responsibility to ask to have General Norstad 
up here. 

Mr. Quarutes. May I just respond, Senator Thye, that I feel con- 
fident that General Gruenther would be very willing to come before 
the committee and we will certainly use our good offices to get him 
here when you want him, but I am not quite in a position to do that, 

Senator ELLENDER. Why can we not get General Norstad? 

Mr. Quaruzs. I do not mean to say we can’t get General Norstad. 

Senator Extenper. I got plenty of information from him, too. 

Mr. Quarues. If the committee wishes to have General Norstad 
here, I think we can arrange that. He has many responsibilities and 
we do not like to have him called back here. any more often than 
necessary. Of course, that is an extremely important matter we are 
dealing with. 

Chairman Haypen. I think the general had better come over. 

Admiral Raprorp. He was here in June to testify on the author- 
ization. 

Senator ELLENDER. That was before the Foreign Relations Com- 
mittee, not before this committee. 

Admiral Raprorp. I don’t know whether any of that testimony 
was covered in the hearings, but he was here in June. 

General Gruenther, I think, is out of the country right now. He is 
at a Red Cross meeting in Europe. I don’t believe he is back. 

Senator CHAavez. That is why I think the suggestion of the chair- 
man is best; let us get General Norstad. He has the responsibility 
at the moment. 


BASIS OF REDUCTION IN PRESIDENT’S BUDGET 


Senator Smirx. Mr. Secretary, I gather from your statement that 
you are not at all optimistic concerning the present-day situation 
throughout the world. What has happe ned that would permit a 
reduction of $500 million in the President’s original budget? 

Mr. Quarues. This was a restudy of the whole supply situation 
to which these funds have applied and a finding that particularly in 
the spare-parts area it would be reprogramed m a way that would 
permit the $500 million to be deferred in application from last year 
to this coming year if the Congress is willing to have it reappropr inated. 

I think Secretary Sprague can give you a more detailed answer 
than that, but the point is that this is a reprograming of funds rather 
than a change in the program. 

And, primarily, deals with spare parts. 

Senator Smrru. If it is the reprograming of funds then it is not a 
reduction in the budget, is it? 
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Mr. Quarues. Well, it is a reduction in the appropriation request, 
if that is what you mean by the budget, Senator Smith. But it is 
not a reduction in the program that we are trying to carry on in these 
countries. 

Senator Smirn. You mean to say, then, that your planning has 
been deferred to the extent of $500 million until the next year; is that 
what I understand? 

Mr. Quar.es. May I ask Secretary Sprague to reply in a bit more 
detail to that? 

Mr. Spracuer. We were able to reduce the 1957 program in spare 
parts, consumables and communications primarily, but there are a 
half dozen other items which will be explained in detail next week, 
which was part of the 1957 program, but it also relates to prior year 
programs. 

By a better evaluation of the countries’ capabilities to absorb these 
items we found that they would require less than we had provided for 
them. 

We were, therefore, able to take them out of the program without 
in any sense injuring the program and thereby reduce our appropria- 
tion request by that much money for fiscal year 1958. 

Senator SmirnH. Sometimes there is criticism of Congress for trying 
to cut the appropriations and it seems to me that Congress is on pretty 
sound ground if the President, after he says he needs this amount 
of money, comes up after reviewing the program, with a $500 million 
cut. It seems to me we have a right to think that perhaps it could 
be cut more if it was reviewed again. 


LEGISLATIVE COMMITTEE COMMENT 


Senator ELLENDER. Senator Smith, would you permit me to read 
into the record at this point something from the Committee on Foreign 
Affairs giving the exact reason why it was done: 


The executive branch originally requested an appropriation of $2.4 billion for 
military assistance; subsequently because of claimed savings effected in the 
program for prior years— 


Not because of the fact announced by the witness just now— 


the request was reduced to $1.9 billion with an additional request to carry over 
the $500 million in savings. 


Task, Mr. Chairman, if it is agreeable with Senator Smith, that the 
excerpts on pages 14 and 15 be incorporated in the record—— 

Chairman Haypen. From the House report? 

Senator ELLENDER. On the mutual security program. 

Chairman Haypen. It is so ordered. 

(The information referred to follows:) 


The executive branch also requested authority for military assistance funds to 
remain available until expended. This is not a new authority. It has been in- 
cluded in the authorizing legislation the last 2 years. The bill as approved by the 
committee contains this authority. This will in effect make the military assist- 
ance appropriation a no-year appropriation. The committee has been impressed 
that the annual requirement to obligate funds by June 30 is frequently conducive 
to waste and to unwise obligation. Consequently, the requirement that all funds 
be obligated by June 30 of the fiscal year is removed. This will have the additional 
advantage of easing the administrative burden in the procurement of extremely 
long-lead-time items such as complicated jet aircraft and naval vessels. 

The executive branch originally requested an appropriation of $2.4 billion for 
Military assistance; subsequently, because of claimed savings effected in the pro- 


94737—57——_6 
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gram for prior years, the request was reduced to $1.9 billion, with an additiona] 
request to carry over the $500 million in savings. Consequently, the total request 
still amounts to $2.4 billion even though the new money requested is only $1.9 
billion. The $2.4 billion figure is divided by region as follows: 

Europe-- $338, 509, 000 
Near East, south Asia, and Africa________- a _...-.- 390, 407, 000 
Asia and Pacific we Sete ft PSU ER. ’ _ 689, 829, 000 
Latin America 3 a saint 6 Ca aaa daha ll 28, 447, 000 
Nonregional ; 642, 992, 000 


The committee, however, reduced the $1.9 million figure by $400 million. The 
basis of the reduction was the large amount of unliquidated obligations presently 
in the pipeline. The latest executive branch estimate shows that as of June 30, 
1957, the following amounts of undelivered military items financed with 1950 
through 1957 funds were in the pipeline: 


Europe._- arr oe ; Seer Rie : _. $1, 488, 219, 000 
Far East _- ; ates es 780, 257, 000 
Near East and south Asia_ - - LG 1 ad ids 493, 467, 000 
Latin America i apreuth< . . iat witli 32, 251, 000 
Nonregional . ial Eg . Sa : . 1, 060, 119, 000 

The committee is of the opinion that there are sufficient funds in the pipeline to 
continue normal operations without the necessity for the appropriation of the 
additional $400 million cut by the committee. For Europe alone there are no 
less than $1,488,219,000 in unliquidated obligations. The committee is not 
convineed that the European pipeline has been fully adjusted to changing strategic 
concepts in that area. A substantial amount of the undelivered equipment 
programed for Europe would be suitable for use by nations in Asia and the Near 
East. 


POSSIBILITY OF EFFECTING FURTHER SAVINGS 


Senator Smiru. If we reviewed the program, could we not continue 
to do some more saving and get it down to the figure that some of us 
in Congress feel it should be? 

Mr. Spracue. We are reviewing our program constantly, Senator. 
It is our hope that we can effectuate savings. This $500 million 
figure resulted from a review of last summer, as was stated to the 
Congress that it would be, and because of the worldwide implications 
it was not possible to complete that review until after the President's 
initial budget message had been sent to the Congress. 

As soon as we realized that we could effectuate this kind of saving 
we so reported to the President, who reported to the Speaker. 

It is the kind of review which we are now making in connection 
with our proposed 1958 program and if we can effectuate additional 
savings in the program over our request we will report those to the 
Congress next year in the sme way we did this year. 

Senator Smira. Thank you. 

Mr. Secretary, without going into security figures, could you give : 
percentage or an estimate in percentage figures of what amount of 
foreign defense forces could possibly be without the defense support 
or the military assistance support? 

Mr. Quarues. We discussed that, Senator Smith, « little earlier. 

Senator SmirH. That was asked as to Korea and Vietnam. I am 
thinking of an overall figure—just how far would the foreign countries 
eet if it were not for these assistance programs? 


MILITARY EXPENDITURES OF EUROPEAN NATIONS 


Mr. Quartes. Let us take some general figures first. In Western 
Europe, the foreign countries have spent something like $6 for their 
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forces to each dollar that we have paid in helping them to complete 
their forces. 

Of course, that varies tremendously in different countries. Some 
countries our proportion is much higher than that. 

Then another interesting statistic is that the per-soldier cost in these 
countries varies from, let us say, half our cost to as low as one-fifteenth 
of our cost. So that the cost of maintaining a given number of sol- 
diers, on the average, is very much less in these countries than it 
would be for us to maintain our own soldiers there. 

Now, another way to look at it is that the equipment which we have 
been able to supply them would have been completely unavailable to 
them hed it not been supplied from our production, or from our 
inventory. 

So, while I think it is very difficult to answer quantitatively the 
question you have asked, I think there are many indications that we 
buy these defenses through these arrangements, the free world defense, 
very much more economically than we could buy it without these 
arrangements. 

If that does not quite get at your question, perhaps we could supply 
for the record some figures that would be more explicit. But that at 
least is the general point. 

Senator Smitn. What I would like for the record, Mr. Secretary, is 
on @ percentage basis for the overall picture. If they have spent $6 
to our $1 the reduction would be about one-seventh, wouldn’t it? 

Mr. Quares. That would be the reduction in dollars but it would 
not represent the reduction in efficiency by any means because of the 
specialized things we have provided in this dollar support. 


RATIO OF UNITED STATES AND NATO EXPENDITURES 


For example, we have in the NATO countries, their own military 
expenditures in the 7% years ending last December 31, $81 billion, 
their own military expenditures. 

Our military assistance to the same countries have been just under 
$13 billion during the same 7%-year period. 

The ratio there would be about 13.7 percent. Ours is 13.7 percent 
of the total. But this does not mean that the effectiveness of their 
forces has only been increased in that proportion because there are 
many ways in which our assistance has increased their effectiveness 
much more than pro rata dollar for dollar. 

Senator Smitru. Mr. Secretary, after the vigorous plea to restore the 
House cuts in the defense appropriation by Secretary Wilson, if I 
remember correctly, the Defense Department voluntarily cut $200 
million. Would it be because of this very thing, because getting more 
defense for the money spent on local troops than we have had that the 
cut could be made? 

Mr. Quartes. The $200 million that Secretary Wilson suggested 
be withdrawn from the appropriation in the last few days related to a 
planned reduction of 100,000 in the force levels of our 2.8 million 
force level and does certainly in a general way relate to the increased 
effectiveness and fire power per unit of force that we are achieving 
through more powerful and modern weapons. 

Senator Smirn. What percentage of that do you think we have cut 
because of the 100,000 reduction in personnel? 
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Mr. Quaruzs. The 100,000 cut was out of 2.8 million, which means 
it is about 3 percent or a little bit more in personnel. 

Senator CHavez. May I interrupt the Senator from Maine on that 
point? 

Senator Smiru. Yes. 


COMMITTEE ACTION ON REGULAR DEFENSE DEPARTMENT APPROPRIATIONS 


Senator Cuavez. I happen to be chairman of the Subcommittee 
on Appropriations for the Defense Department. The House cut the 
original request by $2} billion, in round figures. We had hearings 
here week after week and we had a fine attendance. The military 
would come before us; we want this restored; we want this restored: 
and in many instances we did restore it, to the extent of $971 million 

All right. We passed that bill in the Senate, reported unanimously 
by this committee, reported by the full committee and approved by 
the Senate without one change, not even in language. 

Now, in getting ready to go to the conference with the House side 
all of a sudden here come in Mr. Wilson and Mr. Brundage saying, 
‘You boys must have been all wrong,” and just pulled the rug in ‘from 
under the committee. How do you think that Senator Saltonstall, 
who in a sincere gentleman, and the rest of the Members feel? Forget 
me. I did it because I thought it was needed for national defense 
and as far as I was concerned they justified all the reclamas that we 
put back in the bill. 

All of a sudden when we have to go to conference in what position 
do you think that places the conferees from the Senate side? 

Mr. Quartus. May I comment, please, Mr. Chairman? 

I appreciate the problem that the chairman of the subcommittee 
has brought out here and as the chairman will agree, I appeared 
before this committee and dealt as frankly with this problem as I 
could and put all the facts right out on the table. 

Now, we were talking at that time about the restoration of some 
$1,250 million, approximately, of the House cuts. 

Senator CHavez. $1,220 million. 

Mr. Quarues. We made it clear that we were seeking restoration 
in the main of this $1,220 million. I did, however, also make it clear 
that we were at the same time studving the problem of limiting our 
expenditures in fiscal year 1958 to levels approximately consistent 
at least with the budget that the President had filed and to a level 
which would be more or less dictated by the debt limit as it then stood. 

I made it clear that we did not know what the impact of these 
studies would be, but we would report them to the Senate as soon as 
we did know. 

I submit that the Secretary of Defense reporting to the Senate 
that he had in line with these studies determined that 100,000 troops 
should be cut from our 2.8 million troop level was consistent with the 
presentation I made to the committee and that the evaluation of this 
at $200 million was our honest evaluation of the effect of this cut. 

Senator Cuavez. I am sure that the Secretary’s testimony when he 
came before the committee was honest and correct. We also feel 
that Mr. Wilson gave correct testimony. Mr. Wilson having finally 
decided after the study that he could do this, that does not meet the 
views of the Navy or the Army or the Air Force. 
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Mr. Quartes. I think I will not comment on the views of the de- 
partments because there are many people in these departments and I 
must say some of them have different views and they are entitled to 
have different views. 

Senator Cuavez. You have a Secretary of the Army; you have the 
Secretary of the Air Force; you have the Sec retary of the Navy. 
They surely should know what they are doing and what they think 
they need for our national defense. 

Forget about any other reason. Just national defense. 

Senator Smirx. [ have one more question. 

Chairman Haypren. Mrs. Smith, Admiral Radford has a very brief 
page and a half statement that I think ought to be put in the record 
however, you may ask your question now. 

(The statement referred to appears in p. 90.) 


RESULTS OF LONDON CONFERENCE 








Senator Smiru. Mr. Secretary, I refer to page 2 of your statement 
in which you say: 

As I attempted to bring out in my appearance before this committee last 
month, the threat to the future of American peace and prosperity which is posed 
by militant international communism was never greater than it Is today. 

Would you and Admiral Radford comment on the London con- 
ference? I gather from this statement you do not have much opti- 
nism about the results of the conference. 

Mr. Quartes. May I comment first and then probably ask the 
Chairman of the Joint Chiefs to comment? 

My interpretation of the situation would be this: that we are dealing 
with disarmament in the London conference in good faith and with 
every desire and effort to achieve agreements looking toward some 
reduction in armaments on a safeguarded basis. 

Until we have such agreements on a safeguarded basis, I think 
none of us can assume that these discussions have in fact decreased 
our danger. You can be having these discussions and be having them 
in good faith but until they are reduced to agreements that are safe- 
garded, I think they do not have at that time any effect on our 
security position. 



















REGULAR DEFENSE DEPARTMENT APPROPRIATIONS 


















Senator Cuavez. Mr. Secretary, that being the case, and I agree 
with you, why suggest a cut in the money that was suggested by the 
Senate on the recommendation of the same department? 

Mr. Quartes. As the chairman well knows, this is a very compli- 
tated question and it grows out of the fact fundamentally that our 
budget estimate of expenditures of $38 billion in defense proved to 
be inconsistent with the program that we had proposed to carry 
forward in the same budget message. 

That is, it was partly due to inflation, partly due to other things. 
It develope 1d that our estimates of what it would cost to produce that 
program were lower than we estimated. 

We are trying to make adjustments to bring these things into line. 
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Senator Cuavez. You have just suggested now that we cannot take 
a chance and we should not until you come to an agreement as to the 
future. Until then we should be amply protected as far as national 
security is concerned, but notwithstanding the statement that you 
have just made, the facts are that after the Senate took action and 
recommended something that was recommended by the Defense De- 
partment for our national security, that they go, before we have this 
agreement, and recommend just the day before we go to conference 
that we cut these things. 

Mr. QvuaRLeEs. May T say that I felt the action which the Secretary 
of Defense brought to you a few days ago was not taking a chance, 
and I believe it is primarily a military question. 

I would like to ask Admiral Radford if he will not comment on that, 

Senator HoLLANp. Mr. Chairman, I have to leave. Could I make 
one statement and then I will be glad to desist. 

I think that Senator Chavez has opened up a matter which has dis- 
turbed many of us very greatly. I think the same kind of matter has 
been present in this hearing already when this gentleman here, the 
Assistant Secretary, tells us that the $500 million reduction in the 
program does not result in weakening the program in any way. Itis 
that kind of complete inconsistency that has us all puzzled and un- 
willing to accept the testimony except from the ultimate sources 
where the people are actually in charge of the job and know what is 
going on. 

It just does not make sense to me to say that a $500 million redue- 
tion is not accompanied by any change at all in the effectiveness of 
the program. 

LONDON CONFERENCE 


Admiral Raprorp. Mr. Chairman, on the first part of the statement 
which Secretary Quarles has made about the discussions in London, 
I agree with his answer, I feel as though we have not gone far enough 
in those discussions to know what will come out of them. 

I think that whatever agreement we get, its operative features are 
not going to take effect until sometime in the future. Any disarma- 
ment agreement reached will not affect what we are talking about 
today. 

REDUCTION IN REGULAR DEFENSE BUDGET 


On the reduction in the Defense Department budget all I can say 
is that we work up those original figures so far in advance that there 
are bound to be changes that take place between the time of their 
generation, their submission, and their discussion. We do have reason, 
therefore, to come up here with certain proposed reductions in the 
light of changed conditions. 

For instance, when the Prime Minister of Japan was here we dis- 
cussed with him the withdrawal of the United States forces in Japan. 
We had had an agreement with the Japanese that we would maintain 
forces there as long as we could while they built up their forces. We 
felt as though they had reached the stage now where we could with- 
draw some of our forces, but we had to do it more or less with their 
agreement. We got that agreement when the Prime Minister was 
in Washington. Some of our reductions in personnel stem from the 
fact that we can make reductions like those in Japan. 
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In Europe we feel we can make certain reductions in the overhead 
forces that will entitle us to make an overall reduction in our forces 
without a change in their military effectiveness. 

From the military standpoint our situation fluctuates often from 
month to month but we try to bring it up to date as fast as we can. 
We are going to continue to adjust and to make recommendations 
which do have an effect on the budget whenever we can justifiably 
do it. 

CHANGES IN FORCE STRUCTURE 


The force structure that we have is gradually changing with the 
introduction of new weapons. The great question with the military 
is how fast we can make certain adjustments as this new equipment 
goes in. We have to discuss introduction of new equipment and 
resultant plans to cut personnel in a given country with our ally and 
get his agreement to do it. Allies sometimes don’t understand some 
of the reasons we have. 

In many cases we cannot reduce forces on a unilateral, United States 
decision basis without causing ourselves a great deal of trouble. 

Senator CHavez. Admiral, up to the time that you decide on the 
new weapons should we not keep what we have? 

Admiral Raprorp. Yes; we should. It is not all new weapons, 
however. In the case of the withdrawal from Japan, that is on a 
government-to-government negotiation. We had an opportunity to 
discuss that with the Japanese Prime Minister in Washington and we 
got his agreement. 

Senator Dirxson. In line with your comment and perhaps off the 
record, this question of reorientation and reduction in the forces in 
the United Kingdom arises from time to time, and I have an idea it 
will be pretty thoroughly discussed in the light of our expenditures. 
Maybe you want to give an answer off the record as to precisely what 
is happening over there at the present time. 

Admiral Raprorp. The United Kingdom? 

Senator Dirksen. Yes. 

Admiral Raprorp. I would like to have this off the record. 

(Discussion off the record.) 

Senator Smiru. Admiral Radford, it does not seem to me to be 
consistent, to quote Secretary Quarles, that the threat remains very 
great when you say the cut is because of weapons, the use of weapons 
instead of men. 

But the weapons are not ready. Now, I remember the day when 
we were told it was because of the exorbitant cost of these new weapons 
that we were havi ing to appropriate such great amounts of money. 

Now we are reducing our forces and replacing them with the 
weapons. I just do not follow it. 

Admiral Raprorp. Maybe I mixed you up. I was talking of the 
reduction made in Japan. That had no relation to new w eapons. 
We thought that the Japanese could take over certain functions we 
had been doing for them. They had reached the point where they 
were able to take care of their internal security because this applies 
mainly to ground forces and we got their agreement to withdraw them. 

Reduction of our commitments in Japan will allow reduction in 
personnel of our Armed Forces. 
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In Europe I was talking about possible reductions in the overhead 
forces more than the combat forces. 

The United States combat forces we are not changing right now, 
The British in making their personnel cuts were anticipating their use 
of new weapons before they actually had them. But they were 
forced to anticipate this. 


RESULTS OF DISARMAMENT CONFERENCE 


Senator Smirn. Now, going back to my original question, you said 
the results of the disarmament conference would not be known until 
sometime in the future. What do you mean by sometime in the 
future? 

Admiral Raprorp. I said I did not feel the agreement would be 
reached, if there is an agreement, until there are months of negotia- 
tions. Then I presume part of the agreement would be the installa- 
tion of an inspection system, the actual placing of inspection personnel 
and getting everything in order before we agree to reduce very much. 

I mean the steps that would be taken to get the security that 
Secretary Quarles mentioned will take time. 

Senator SmirH. It would be well for the public to realize that, I 
should think. 

Admiral Raprorp. I sometimes think that the public and the Con- 
gress should realize the initial impact of a disarmament agreement is 
not going to be an immediate saving of money. 

Before we actually get the savings we are going to spend some more 
in the installation of the inspection system and the communications 
and everything else. 

Senator SmiruH. I have one last question, Mr. Secretary and 
Admiral Radford, either on or off the record. 

Would you care to comment as to your own feelings about your 
optimism or pessimism regarding the conference? 

Mr. Quartzs. Regarding the disarmament conference? 

Senator Smiru. Yes. 

Mr. Quarurs. Admiral Radford was speaking to it. Let him finish 
and then I will make my statement. 


PROSPECTS OF REACHING DISARMAMENT AGREEMENT 


Admiral Raprorp. I should think this could be on the record. I 
feel it is a little too early to tell whether the Communists are willing 
to open their country up to the kind of inspection that we think will 
be necessary to protect us. 

That, to my mind, is probably the major hurdle that we have to get 
over. They were not willing to do that in Korea and that is what 
caused the trouble there. We gave in in the Korean negotiations on 
certain items and the inspection system we wound up with just did not 
work. 

Now, we cannot make that mistake again because this is a more 
important agreement. I think it is going to take some time for us to 
find out whether they are in fact willing to make these agreements. 

Senator Cuavez. That is just the point I had in mind, Admiral. 
If it is going to be delayed should we not have in mind first being 
prepared in case there was no agreement? 
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Admiral Raprorp. I can assure you that is the way I am operating. 
I am not agreeing to any reduction in military force that I think will 
have an adverse impact on the security of the United States. 


BASIS OF DEFENSE BUDGET REQUESTS 












Mr. Quar.es. I would only add that none of the actions that we 
have discussed as recommendations from the Department of Defense 
have been based on the assumption that there would be in effect during 
the time period in question a system of disarmament or reduction of 
armament that would have any bearing on our security requirements. 

This is not to imply that we are not serious in attempting these 
discussions, but it is to say that we are not taking them for granted 
as far as our security arrangements are concerned at this time. 

Senator Smirxa. Neither one of you, then, is expressing any opti- 
mism as to the immediate results. 

Senator Dirksen. Mrs. Smith, could I refer to a very important 
question which you raised a little while ago because I am looking 
down the road a little and it is going to cause some trouble. 













UNOBLIGATED FUNDS 





Here is this $500 million of unobligated money that you want 
reappropriated. That means that $500 million last year was not 
obligated and was not expended. 

Mr. Qvarues. That is right, sir. 

Senator Dirksen. Now, rather than get into a controversy with 
my former colleagues in the House, I will go off the record for a 
moment. 

(Discussion off the record.) 

Senator ELLENpER. In that connection, Mr. Chairman, I have just 
put in the record the reasons assigned in the report of the House 
Committee on Foreign Affairs, and I want to say this, Mr. Quarles: 

How do you think the Senate feels? Last year when you asked for 
$2,017,500,000 for military aid I made an earnest effort to cut that by 
$275 million. I had just returned from Europe. I gave the facts 
and figures to the Senate. But I lost by four votes, as I remember. 

Now you tell us that you were given $500 million more than you 
needed. How do you think the Senate will feel about that? 

Senator Dirksen. The point is that since you are asking to reappro- 
priate the money, and to amplify just a little the money at the end of 
the fiscal year did revert to the Treasury. Did it stay in your hands? 

Mr. Quaruss. It was l-year money and it was not obligated. 

Senator Dirksen. So at the end of the fiscal year— 

Mr. Quaruxgs. Unless you reappropriate, it will revert to the 
Treasury. 

Senator Dirksen. The argument will be that here is $500 million 
that went back to the Treasury that you did not need. 

Senator ELLENDER. Do you not think there could be a better argu- 
ment? They come here and ask for things and then wake up and 
find out they do not need it. 



























AMOUNT 





IN PIPELINE 






Mr. Quarles, as I pointed out a while ago, you have in the pipeline 
according to the report from the Committee on Foreign Affairs, for 
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Europe alone, as of June 30, 1957, $1,488,219,000. That for people 
who in my opinion are well able to take care of themselves. 

Now, in view of the fact that they have such an enormous sum in 
the pipeline, why is it that you are now asking for an additional 
amount exceeding $700 million for the same countries in which you 
have this carryover of almost $1% billion? 

Mr. Quarues. Mr. Chairman, on several occasions I have not had 
a chance to answer one question before another question was posed, 
and this creates a record which I don’t think the Senate would like to 
have. 

UNOBLIGATED BALANCES 


I first would like to answer the question about the $500 million. | 
would like to say that Secretary Sprague has testimony prepared for 
this committee and will give it in complete explanation of how that 
came about 

If the committee would prefer to have it inserted in the record at 
this point rather than in his testimony, that is quite all right, too. We 
will do it whichever way you prefer. 

Senator Smirx. I would ask that that be done, Mr. Chairman, 
That is the place for it. 

Senator ELLENDER. But he will appear before us so that we can 
examine him. 

Senator Smirx. I think if we could have it right here in this dis- 
cussion it will be easier for the Senate to understand it. 

Senator CHAvez (presiding). You insert it in the record and then 
vou comment as you deem proper. 

Mr. Quar.es. We will do so, Mr. Chairman. 

(The information referred to appears on p. 548.) 

Mr. Quarters. Senator Ellender has said that the quotation from 
the record of the previous hearing in this matter was at variance with 
the testimony that Mr. Sprague and I gave about the nature of this 
$500 million. I think that there is no discrepancy between the record 
created at that time and the record we have made. 

It was explained here now and was explained to the other com- 
mittee just what the nature of this $500 million was, and I feel that our 
words to you this morning are completely and literally consistent with 
the words we have given throughout in our testimony on this matter. 

Finally, to the broad question or the broad point of view that, be- 
cause you found a way to save $500 million, there must be lots of other 
ways to save other millions of dollars: I submit that that has the 
general implication that if you find a way to make some savings it 
would be better if you kept quiet about them than for you to come 
up and be frank and lay them out on the table. 

Now, we have felt that the best way to operate with the Congress 
is to bring matters of this kind frankly before you and lay them on 
top of the table; and I would hope that we could continue to deal on 
than kind of basis. 

I suggest that any implication that, because we did come out and 
lay out the $500 million, we ought to be penalized some additional 
millions of dollars—just on the theory that there must be something 
more in that that you did not bring up—is perhaps dubious public 
policy. 

Senator Smira. Mr. Secretary, that is not what I implied. What 
I was asking was that if you had reviewed it and came up with $500 
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million, is there any possibility that if we continue to review it we 
can come up with more? 

I was not trying to imply that you were not being honest about it. 

Mr. Quartes. Mrs. Smith, I was not responding to your question 
and perhaps I did not completely respond to that question. 

Senator Ture. In defense of Secretary Quarles I believe it was 
Senator Dirksen who raised the question relative to what the confer- 
ence might be faced with, that actually inspired the thought. 

Senator Dirxsen. I can think of a dozen reasons offhand why you 
could not spend that money, and good reasons, too, but you see, unless 
we are fortified with reasons, then we are in trouble. 

Senator HoLttanp. Mr. Chairman, I think that Senator Ellender 
has very little cause for embarrassment compared to some of us who 
voted for the full amount last year notwithstanding his presentation. 

I am in the position of having voted for the NATO program when 
Senator Vandenberg proposed it by way of a Senate resolution. I have 
voted for the appropriations all the way through. 

I am even in the position, maybe unenviable position, of having 
voted for a very sizable authorization this year under the impression 
that it was needed. 

Now, we are told already that there was a $500 million item which 
the President could cut off because he could do it without affecting 
the program, because it could not be assimilated. 

How those two things stand together I do not know. I just want 
to serve notice that I think we have bungled here long enough and that 
from now on we should in the appropriations go very dee ply into just 
what is needed and I hope that the gentleman will be as frank to us 
as Sectetary Quarles indicated he proposes to be because it leaves, not 
the Senator Ellenders, but the folks who have agreed with them right 
along, in a very weak and difficult and indefensible position. 

I want to serve notice I do not propose to be le ft in that position 
any more. And we are talking about two different $500 millions now. 
One of them, the $500 million that has not been oblig: ate d, the other the 
$500 million which was cut off the defense assistance fund and has led 
to the statement from Mr. Sprague here today that that could be cut 
off because it could not be assimilated by our allies and that it has not 
resulted in weakening the program in any way. 

Now, all this sounds like a lot of gobbledegook to me because we 
are talking about a sums of money which should have some result 
when they spend it, or should show the result of some diminution if 
they are not spent or mad provided, 

So I hope these gentlemen will scratch their heads and come up 
with something that is reasonable in the way of showing us what their 
program is because, frankly, I am not impressed with this showing 
made this morning. 

Senator Cuavez. May I say this to the Senator from Florida, that 
if the Lord permits, and I handle the appropriations bill next year, 
they had better justify their reclamas of the cuts from the House side. 


STATEMENT OF ADMIRAL RADFORD 


Chairman Haypen. Before I left I suggested that Admiral Radford 
had a page and a half statement that was not in the record. I think 
it would be appropriate at this time, Admiral, if you would read that. 
It is very short. 
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Admiral Raproxp. Thank you, Mr. Chairman. 

Mr. Chairman and gentlemen of the committee, in this probably 
my last appearance before the Senate Appropriations Committee, | 
should like to acknowledge the courtesy and fairness with w hich | 
have always been received here. Testifying before congressional 
committees such as yours has been a rich and re warding experience 
for me, and this morning is no exception. 

I often have occasion to think, as I travel around the country, 
indeed around the world, that a visit to a congressional committee in 
action on just such a program as you have before you today would 
increase understanding and respect for the American system of goy- 
ernment. 

Let me say that I am humbly grateful for the experience I haye 
had here. 


SUPPORT FOR MUTUAL SECURITY PROGRAM 


In a way, I wish I were coming before you this morning as a private 
citizen instead of as Chairman of the Joint Chiefs of Staff. I can’t 
do the former before August 16, but I wish to assure you with complete 
sincerity that my support for the mutual security programs before 
you today would be the same were I completely unfettered by official 
ties to the Government. 

This country decided, with the ratification of the North Atlantic 
Treaty in 1949, that a system of mutual defensive alliances around 
the world was in its enlightened self-interest. 

When we, as a nation, ‘decided that collective secur ity Was necessary 
for the survival of our allies and ourselves, we took the decision with 
a sense of urgency, perhaps even fear. At least, that is the impression 
one gets on a rereading of the historic debates which preceded the 
decision. 

SUCCESS OF PROGRAM 


The sense of urgency has abated somewhat, perhaps because the 
mutual security program has been generally successful in generating 
military strength and determination in the free world to resist Com- 
munist aggression. 

For example, no country with whom we have a mutual security 
pact has slid behind the Iron Curtain. The basic fear of Communist 
ambitions and Communist aims remains, however, in spite of surface 
manifestations of change on their part. 

The President, at his press conference on Wednesday, stated his 
creed with respect to the alliances which the program before you 
would keep alive: 

I believe that this system of alliances we have, which gives rise to our program 
of mutual security assistance, that in that thing rests today the security of the 
United States of America. I believe in it with my whole heart. 

To this creed I subscribe. There can be no change in it from the 
standpoint of the military, within the foreseeable future. 

Once we accept the proposition that a mutual defense insurance 
policy is a necessary protection for national survival, the only ques- 
tions which remain are: How much should our annual premium be? 
Is this year’s premium the least possible which will keep our policy 
in force and allow us to pay our other bills as well? 

I would not presume to forecast the future cost of mutual security 
programs, 
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Like the first Secretary of Defense who testified on the first Mutual 
Defense Act, I can only say: 


The man does not live who can make an overall guess on that. 


I can join Secretary Quarles, however, in stating unequivocally 
that, in the light of world conditions today, if we are to continue 
realizing benefits from our previous investments in mutual security, 
this year’s premium is a modest one. Each year we try very hard 
to strike the best balance possible between the amount of money we 
request for our forces and the amount we request to build up free 
world forces in order to get maximum defense return on our dollars, 

We, in the military services, have done our conscientious best to 
strike the proper balance. I believe this program is sound and realizes 
that aim. 

PROPOSED WITHDRAWAL 





OF MILITARY FORCES 


Senator DworsHak. Along that line, Admiral, recently there has 
been a lot of publicity concerning the proposed withdrawal of military 
forces that we have in various countries abroad. Can you give us a 
brief report on what is anticipated along that line? 

Admiral Raprorp. I would like to have this off the record, if you 
don’t mind, Senator. 

(Discussion off the record.) 

Senator Dirksen. Mr. Chairman, I have two other questions and 
I will address them both to the Secretary and the admiral because I 
think it ought to go in the record. 

We constantly forget as we appropriate money that the money does 
not buy as much. Now we look at the 1957 figures and look at the 
1958 figures in the budget and say, ‘Look, they are asking for more 
than they had in 1957.” Many of the agency and departmental 
budgets have been brought down to 1957 levels and certainly below 
the 1958 estimate. 








EFFECT OF INFLATION 





ON PROGRAM 


Now, you are confronted with an increase in steel prices of $6 a 
ton, but I do not believe the information in good concise form has 
ever been put in the record to show how much Tess the dollar will buy 
and what the discount actually will be on the money that you are 
requesting from the Congress. 

I do believe that by category, steel, rubber, fuel, ordnance, broad 
categories, you ought to set out in the record what vour cost increases 
have been so that if you got the same Buena of dollars in 1958 as 
you did in 1957, how m uch less you could buy and how much less 
you could buy than you did in 1957 for the same dollars because I 
think it will be an impressive figure. 

You do not have to go into a discussion this morning unless you 
want to make some comment. 

Mr. Quar.es. I would like to say first we will be very glad to under- 
take such material for the record. 

The difficulty, as the Senator well knows, is this: While you can 
supply either broad product by product price trends or you can supply 
cost of living or other broad indices as price trends, it is very difficult 
to apply those specifically to the ordnance and other material that we 
are dealing with here because the design of that kind of thing changes 
while the price changes and it is hard to trace the relationship. 
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Chairman Haypen. I can illustrate that with the Bonnevil!e Power 
Administration. The kind of steel they need in that kind of equip- 
ment was 16 percent higher in the past year. 

Mr. Quartes. That we find is true as a matter of fact for many of 
the products that go into the Department of Defense. They actually 
have advanced in price more than the actual index has advanced. 

But we will nevertheless try to be responsive to Senator Dirksen’s 
point. 

(The information referred to appears on p. 550.) 


REPORT OF CONTRIBUTIONS OF OTHER NATIONS 


(Discussion off the record.) 

Senator Ettenper. Mr. Secretary, in complying with the request 
of Senator Dirksen, I wish you would provide not only the percentage 
of gross national product, but the percentage of their budget. Also 
the amount of money that we are spending abroad to build bases 
on a partnership basis and other bases where we make the full 
contribution. 

Give the picture as it is. Can you furnish that? 

Mr. Quarues. I am sure we can, Senator Ellender. I think you 
are referring to those expenditures that we make in these countries 
for our own force arrangements in addition to the assistance we render 
in their force arrangements. 

Senator ELLENDER. Exactly, and do not relegate the percentage to 
the GNP, because to me, with all due respect, it is a phony— 
p-h-o-n-y. 

SITUATION IN TURKEY 


For instance, I was surprised when I looked at the budget in 
Turkey. In Turkey, they are making a noble effort, but they are 
spending only 24 perce nt of their budget ‘for military purposes while we 
are spending about 60 percent of ours. 

I am not saying we should not assist Turkey, but I wish you would 
also give consideration to the point that I have raised before this com 
mittee on many occasions. With all of the money we have spent 
abroad in Western Europe, and $1.5 billion in the pipeline, why is it 
necessary that we continue such huge expenditures in that area? 

Mr. Quartes. I would like the opportunity to comment now, and 
I am sure we will supplement my comments later in testimony or in 
the record. 

AMOUNT IN PIPELINE FOR NATO COUNTRIES 


First, as to the pipeline of almost $1} billion, that is in the pipe- 
line for the equipping of the countries that Senator Ellender has 
named, as the Senator and the committee, I am sure, are well aware, 
this is a typical section of a program of this kind, that is, you will 
have procurement underway that is de signed to flow into these coun- 
tries in support of their programs, all according to plan, and you have 
certain further programs that that equipment ‘under procurement will 
not support, for which we are requesting some $338 million for these 
particular countries for the years ahead. 

I can only say that I think the fact that you have this pipeline 
situation does not at all argue that the pipeline has in it all of the 
material that should be supplied these countries and I think we will 
bring before this committee convincing evidence that the additional 
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$338 million of equipment should be supplied to these countries in 
our own interest. 

But I will not attempt to do more than to say we will undertake to 
meet the Senator’s point by further testimony. 

Senator ELLeNpER. The point is, though, I want you to consider 
their present condition as compared to prewar. 

Today their industrial production is better than it has ever been. 
They are able to reduce taxes and withdraw soldiers, while we continue 
toraise the ante. I do not believe it sets well with the American people. 

It does not make sense to me. I tin that you would consider 
shifting funds from the pipeline in Western Europe to the needy areas. 
It is my understanding that the $1,500 million, which you have in 
Europe, can be shifted somewhere else. 

Mr. Quar.txs. | am sure a substantial part of it could. 





UNEXPENDED BALANCES BY REGION 





Senator ELLENDER. The same thing goes for the rest of it. 
As of a 30 for Europe you have $1,488,219,000; 
Far East, $780 million plus; 

Near East. “aiid south Asia, $493% million; 

For Latin America, $32 million; 

And for nonregional, over a billion dollars. 

Now, with the right to shift these amounts from one place to 
another, it should enable you to reduce the request for military 
assistance funds. 

Mr. Quarues. We will certainly study it and present our best 
judgment to the committee, Senator Ellender. 

Senator Ex.LenpEer. I wish to say that I advanced the same 
arguments last year, when I endeavored to obtain a $275 million 
reduction in military assistance. However, my request for a reduc- 
tion was a little short because now we find out that you were given 
$500 million more than you needed. 

Mr. Quartes. Mr. Chairman, may I have the opportunity to 
respond to the Senator, and I hope before he has to leave the room. 

1 would like to say that it does not surprise me that his foresight 
was a bit ahead of us in this area. We expressed at that time the 
best information we had and the best judgment we had. We studied 
the thing further and we found it possible to move not only as far as 
he suggested then, but even farther. However, everything that we 
did was done in completely good faith in an effort to carry forward 
this program in the most economical method possible and we have 
come up here and put it all right on top of the table. 


ANTIAIRCRAFT UNITS IN ENGLAND 





Senator Ettenper. I am not saying that anybody is dishonest. 
But I have been making personal inspections overseas year after year. 
Ihave gone to the people in the field. I have filed reports on my 
findings. For instance, as I pointed out to the Appropriations Com- 
mittee some time ago, although England dispensed with their anti- 
aircraft, we still had ours in England. It took 8 months for us to 
finally get our antiaircraft out of England. 

It strikes me that there is some slow moving somewhere and that 
the people in the field certainly could give you ‘better information, in 
fact information that I am not able to obtain. 
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Mr. Quar.tzs. Senator Ellender, I know you are in a hurry—— 

Senator ELLenpER. No, Iam not. I can stay here as long as you 
can. 

Mr. Quarues. Thank you, sir. 

I want to point out that the antiaircraft you speak of is no part of 
this military assistance program. That antiaircraft was our forces, 
our materiel put in the United Kingdom to protect our bases, and our 
arrangements there. Military judgments differ in these matters. It, 
nevertheless, was our military judgment that it should be there and 
we kept it there as long as we thought good military judgment should 
keep it there. We have now brought it back. Here, again, sir, vou 
anticipated the new judgment in the matter and I do not detract at 
all from what you have done. 

Senator DworsHak. Was it definitely decided to invite General] 
Norstad to testify? 

Chairman Haypen. You are going to get him? 

Mr. Quarues. I have made a note of that. 

(Discussion off the record.) 

Mr. Quarues. There were 1 or 2 other matters that were left hang- 
ing a bit out in the open by the rapid firing of questions. If I might 
just have the opportunity to say a word about some that I think bee 
been left a little bit in that shape. First, it would seem to me that 
the record created here today implied that there were two different 
$500 millions that we were talking about. Iam not quite sure how 
we created that impression, but I would like to clarify it. 


REAPPROPRIATION OF 1957 SAVINGS 


There is only one $500 million in question. That is the $500 million 
that had been appropriated for use in fiscal year 1957, that by care- 
ful reprograming primarily of spare parts, we have found it unneces- 
sary to use at this time for that purpose. We now come before this 
committee with the proposal that those funds be reappropriated for 
our use in current vear rather than reverting to the Treasury and 
forcing us to request a new appropriation in the amount of $2.4 bil- 
lion rather than the $1.9 billion which we are requesting. 

I think that the record that we made before the committee on 
foreign affairs in connection with the authorization of these amounts 
was a perfectly clear record and it is completely consistent with the 
record we have attempted to make this morning which we will amplify 
in later sessions of this committee. 

In that same connection I can only say that the $200 million, which 
Senator Ellender, as - brings out, proposed be cut from the same 
appropriation last year, does relate to this $560 million _ we are 
now saying that we soacinetd to get along without it last year, but we 
do not think that this argues against its “need for this progr am in the 
year in which we are now requesting the funds. 

Senator ELLeENpDER. Mr. Chairman, I believe I express the views 
of this entire committee that we hate to see Admiral Radford leave. 
He has been a great soldier and we all wish him well in the future. 

Admiral Raprorp. Thank you. 

Chairman Haypren. Everybody joins in that. 

We thank you for your appearances. 

Mr. Quartes. Thank you, Mr. Chairman and gentlemen. 

(Thereupon at 12:40 p. m., Friday, July 19, 1957, the qn 
was recessed, to reconvene at 10:30 a. m., Tuesday, July 23, 1957.) 





MUTUAL SECURITY APPROPRIATIONS, 1958 


TUESDAY, JULY 23, 1957 


Unrrep Srates SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The committee met at 10:40 a. m., pursuant to recess, in room 
F-37, the Capitol, Hon. Carl Hayden (chairman of the committee) 
presiding. _ 

Present: Chairman Hayden, Senators Chavez, Ellender, Robertson, 
Stennis, Pastore, Saltonstall, Young, Thye, Smith, Dirksen, and 
Potter. 


DEPARTMENT OF DEFENSE 


STATEMENTS OF HON. MANSFIELD D. SPRAGUE, ASSISTANT 
SECRETARY, INTERNATIONAL SECURITY AFFAIRS, DEPART- 
MENT OF DEFENSE; JOHN L. HOLCOMBE, DIRECTOR, OFFICE 
OF PROGRAMING AND CONTROL, INTERNATIONAL SECURITY 
AFFAIRS; COL. HARRY H. CRITZ, DEPUTY DIRECTOR, OFFICE 
OF PROGRAMING AND CONTROL, ISA; AND J. E. MURPHY, 
CONTROLLER INTERNATIONAL COOPERATION ADMINISTRA- 
TION 


GENERAL STATEMENT 


Chairman Haypren. The committee will come to order. 

Mr. Sprague, do vou have a prepared statement? 

Mr. Spracusr. Yes, Mr. Chairman. 

Chairman Haypen. Do you desire to read it? 

Mr. Spracun. With your permission, sir, I would like to read two 
and a half pages of it, and then insert it in the record. 

Then I will proceed with the charts, copies of which we have pre- 
pared for the use of the members of the committee. 

I am sorry they are not here right now, but we have sent for them 
and they will be here presently. 

Chairman Haypren. You may proceed. 

Mr. Spracur. Mr. Chairman and gentlemen of the committee, 
I would like to thank the committee for permitting Mr. John Hol- 
combe, the Director of the Office of Programing and Control in my 
office, to take part in this presentation. He also has charts. 

I think that it might serve a useful purpose if after I complete my 
presentation, he could go on with his presentation which is in more 
detail than mine, particularly on the money part. Many questions 
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a might arise in the course of my presentation will be answered 
in his. 

Senator ELLENDER. What is included in that part of your statement 
which you will not read? 

Mr. Spracus. The part that is taken from the charts. 

Mr. Chairman and members of the committee, I am happy to have 
the opportunity of appearing before this committee in support of the 
mutual security program appropriations which the President is 
requesting for fiscal year 1958. The mutual security programs have 
made an important ‘contribution to the lasting peace and security 
toward which all of our best efforts are being directed today. 


NECESSITY TO CONTINUE MUTUAL SECURITY PROGRAMS 


Moreover, there can be no doubt of the necessity for continuing 
these programs as long as the Communist threat to our secure ex- 
istence remains undiminished. Both of these conclusions have been 
amply substantiated by the findings of every one of the many Goy- 
ernment-sponsored groups which have during the past year studied 
our mutual security effort. They are reflected in the proposals which 
I should like to discuss with you today. 

Each of our jointly developed mutual security programs is directly 
related to the security of the United States. The defense assistance 
program including both military assistance and defense support makes 
an indispensable contribution to the worldwide collective security 
system on which we must place such heavy reliance in the uneasy 
world of today. Through military assistance, to which I shall devote 
my principal attention, we provide the weapons, equipment and train- 
ing our allies must have to take an effective part in free world defense. 
Through defense support we provide economic aid to enable some of 
these nations to maintain large defensive forces without jeopardizing 
the strength and stability of their economies. 

The nonmilitary programs of technical cooperation and the develop- 
ment loan fund, in promoting and encouraging the economic advance- 
ment of some of the less fully developed free nations, are not only 
strengthening the independence of the non-Communist world, but 
are also attacking the ultimate causes of international strife. All of 
these programs are, and must continue to be, important weapons for 
the accomplishment of America’s national security objectives. 


IMPORTANCE OF MILITARY ASSISTANCE 


I cannot emphasize too strongly the importance of military assist- 
ance, complemented by defense support, as an integral part of our 
own defense effort. In planning that effort, the Joint Chiefs of Staff 
and the senior civilian and military advisers of the Department of 
Defense take into careful consideration the forces to whose support 
the program contributes and the many bases available to us as @ 
result of the program. The increase in free world strength which the 
program has made possible has an important bearing on our decisions 
as to the size and deployment of our own forces. 

So that this very close relationship between the defense assistanee 
program and our own defense efforts may be more clearly recognized, 
the President is askirg that funds for the program be appropriated as 
a separate title of the Department of Defense appropriation legisla- 
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tion, pursuant to a continuing authorization. This arrangement 
would permit the Congress to consider this portion of our mutual 
security effort together with our other defense programs, and would 
enable us to bring our military assistance operations more efficiently 
in step with the regular planning and procurement activities of the 
Department of Defense. 


NO-YEAR FUND AVAILABILITY URGED 


An optimum level of performance for the defense assistance program 
can be achieved only if the funds appropriated are continued available 
until expended. No-year fund availability in the military assistance 
appropriation would relieve some of the pressure that now exists on 
procurement during the last 4 to 6 months of the fiscal year. Further- 
more, it would greatly assist us in bringing the cycle of military assist- 
ance procurement more in phase with that of the Army, Navy, and 
Air Force, whose funds for major procurement are now available to 
them until expended. 

The Congress previously recognized the advisability of integrating 
military assistance procurement with that of the military departments. 
It did this by authorizing the use of service appropriations for the 
procurement of military assistance materiel and services subject to 
reimbursement from mutual security appropriations when delivery is 
made. We are making use of this authority and plan to use it more 
extensively in the future. However, we feel that no-year fund avail- 
ability would enable us to make further significant improvements in 
our procurement operations. 

I propose today to discuss with you some of the factors I believe 
are essential to any consideration of our military assistance proposals. 
I shall outline what the program has accomplished and how we have 
used: military assistance funds in prior years. 


PREPARED STATEMENT 


I shall summarize the program we are proposing for fiscal year 1958 


and the most important policy considerations which entered into 
its development. 


(Mr. Sprague’s prepared statement follows:) 


StaTEMENT OF MANSFIELD D. Spracur, Assistant SECRETARY OF DEFENSE 
(INTERNATIONAL SECURITY AFFAIRS) 


Mr. Chairman and members of the committee, I am happy to have the oppor- 
tunity of appearing before this committee in support of the mutual security 
appropriations which the President is requesting for fiscal year 1958. The mutual 
security programs have made an important contribution to the lasting peace and 
security toward which all of our best efforts are being directed today. Moreover, 
there can be no doubt of the necessity for continuing these programs as long as 
the Communist threat to our secure existence remains undiminished. Both of 
these conclusions have been amply substantiated by the findings of every one 
of the many Government-sponsored groups which have during the past year 
studied our mutual security effort. They are reflected in the proposals which I 
should like to discuss with you today. 

Each of our jointly developed mutual security programs is directly related to 
the security of the United States. The defense assistance program including 
both military assistance and defense support makes an indispensable contribution 
to the worldwide collective security system on which we must place such heavy 
reliance in the uneasy world of today. Through military assistance, to which I 
shall devote my principal attention, we provide the weapons, equipment, a»4 
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training our allies must have to take an effective part in free world defétise 
Through defense support we provide economic aid to enable some of these nations 
to maintain large defensive forces without jeopardizing the strength and stability 
of their economies. 

The nonmilitary programs of technical cooperation and the development loan 
fund, in promoting and encouraging the economic advancement of some of the 
less fully developed free nations, are not only strengthening the independence of 
the non-Communist world, but are also attacking the ultimate causes of inter. 
national strife. All of these programs are, and must continue to be, important 
weapons for the accomplishment of America’s national security objectives. 

I cannot emphasize too strongly the importance of military assistance, com. 
plemented by defense support, as an integral part of our own defense effort.- In 
planning that effort, the Joint Chiefs of Staff and the senior civilian and military 
advisers of the Department of Defense take into careful consideration the forces 
to whose support the program contributes, and the many bases available to us ag 
a result of the program. The increase in free world strength which the program 
has made possible has an important bearing on our decisions as to the size and 
deployment of our own forces. 

So that this very close relationship between the defense assistance program and 
“our own defense efforts may be more clearly recognized, the President is asking 
that funds for the program be appropriated as a separate title of the Department 
of Defense appropriation legislation, pursuant to a continuing authorization, 
This arrangement would permit the Congress to consider this portion of ‘our 
mutual security effort together with our other defense programs, and would enable 
us to bring our military assistance operations more efficiently in step with the 
regular planning and procurement activities of the Department of Defense. 

An optimum level of performance for the defense assistance program can ‘be 
achieved only if the funds appropriated are continued available until expended, 
No-vear fund availability in the military assistance appropriation would rélieye 
some of the pressure that now exists on procurement during the last 4 to 6 months 
of the fiscal year. Furthermore, it would greatly assist us in bringing the cyéle 
of military assistance procurement more in phase with that of the Army, Navy, 
and Air Foree, whose funds for Major procurement are now available to them 
until expended. 

The Congress previously recognized the advisability of integrating military 
assistance procurement with that of the military departments. It did this by 
authorizing the use of service appropriations for the procurement of military 
assistance materiel and services subject to reimbursement from mutual security 
appropriations when delivery is made. We are making use of this authority 
and plan to use it more extensively in the future. However, we feel that no-year 
fund availability would enable us to make further significant improvements in 
our procurement operations. 

I propose today to discuss with you some of the factors I believe are essential 
to any consideration of our military assistance proposals. I shall outline what 
the program has accomplished and how we have used military assistance funds in 
prior years. I shall summarize the program we are proposing for fiscal year 1958 
and the most important policy considerations which entered into its development. 


he continuing threat of world communism 

Short of an adequate and effectively guaranteed disatfmament plan, the free 
world will continue to face a serious threat from. the Communist, bloc, After 
World: War IJ, we and our free allies rapidly adjusted both our economies and 
our military establishments to peacetime levels. The Soviet Union, however, 
continued to maintain a great and powerful military machine. This force they 
still maintain, and they are modernizing it at a tremendous pace. 

The Soviet Union itself has the largest land army in the world, and it is com 
stantly being improved in quality and capability. Her nayy, the second largest 
in the world, includes the largest peacetime submarine force in history. Russias 
air fleet is rapidly growing in size and effectiveness, and she also has an ever 
increasing nuclear capability. Her European satellites maintain forces, whieh, 
although less effective than her own, are nevertheless sizable. Communist 
China, with Soviet help, has developed a powerful and well-equipped military 
machine. 

Uur experience with international communism has made it clear that they ar 

repared to translate this military power into overt aggression at any time they 
bilteve it serves their purposes to do so. During the past 10 years, in addition 
tothe threats to Berlin and Taiwan and.the Soviet military action in Hung 
the free world has been subjected to military actions instituted by the Com 
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munists in Greece, Korea, the Philippines, Indochina, and Malaya. We cannot 
afford to ignore the continuing threat which can produce such breakouts at any 
time the Communist leaders choose. . 

‘The Communists have during these years insidiously threatened the inde- 
pendence of a number of free nations. They have done this through their attempts 
at subversion and economic penetration, which have met with varying degrees of 
success. Here again, the targets for their unscrupulous activities have been 
widespread, and have included, Malaya, Burma, Indonesia, Syria, Egypt, Jordan, 
and several countries in Latin America. Many nations of the free world are 
exceedingly vulnerable to this sort of subtle, yet deadly, thrust. 


The role of military assistance in meeting the threat 


The military assistance program is a highly important part of America’s answer 
to the threat of Communist imperialism. ‘The program’s peculiar contribution 
to that response is in its worldwide impact. There are 38 nations receiving grant 
military assistance from the United States, and 24 others who purchase military 
equipment from us. The nations receiving our assistance are those most likely 
to feel the depredations of international communism. Six of them which are on 
the perimeter of the Communist bloc—Greece, Turkey, Pakistan, Korea, Taiwan, 
and Vietnam—receive almost 80 percent of the present and proposed defense 
support, and over a third of the military assistance. The global impact of the pro- 

m makes a number of very significant contributions to the joint defense effort 
of the United States and its free world allies. 

Protecting our overseas bases.—The defense of the United States and of the 
entire free world is, to a substantial extent, dependent upon the effective mainte- 
nance and operation of our worldwide network of over 250 major land, sea, and 
air bases. Both in their establishment and in their protection, the military 
assistance program has played a very important part. Allies with whom we are 
joined in mutual defense have made sites for a number of these strategic outposts 
available to us. The presence of freindly local forces, many of them strengthened 
by our military assistance program, is a considerable deterrent to any threat to 
the security and continued availability of these facilities. 

Protecting our collective security agreements.—The establishment and mainte- 
nance of a worldwide system of collective security in response to the Soviet 
threat has been one of the significant achievements of American diplomacy since 
World War II. Within this framework, 42 nations of the free world have joined 
with us in mutual defense agreements. With 14 of these nations the United 
States has joined in the North Atlantic Treaty Organization. With seven of 
them we have joined in the Southeast Asia Treaty Organization. We are 1 
of the 21 American Republics in the Rio Pact, and, with Australia and New 
Zealand, we are a member of the ANZUS Pact. The United States has joined 
the military committee of the Baghdad Pact, the signatories of which are Turkey, 
Iraq, Iran, Pakistan, and the United Kingdom, and we are providing needed 
support to its Middle Eastern members. In addition, we have bilateral mutual- 
security agreements with Free China, Korea, Japan, and the Philippines. In 
helping our partners make substantial contributions to these joint defense efforts, 
the military assistance program has been a powerful factor in making concerted 
free-world action meaningful and effective. 

Safeguarding strategic materials —In spite of her great and varied store of 
natural resources, the United States must rely on other areas of the world for 
many commodities important to her economy. A number of these critical mate- 
rials, such as chromite, manganese, bauxite, cobalt and tungsten, not only are 
necessary in our civilian economy but are essential to our defense efforts. In 
contributing to the maintenance of defensive strength throughout the free world, 
the military assistance program helps safeguard the sources of these materials and 
the lanes over which they are supplied to us. 

Building the military strength of our allies—Through the military assistance 
program, the United States has encouraged and helped many free-world nations 
develop and maintain defensive forces committed to the goal of preserving world 
oe. American aid has helped generate not only increased force effectiveness 

ut also a greater determination on the part of these countries to resist external 

aggression and to maintain internal security. Our aid and support has encourged 
our allies to put forth greater efforts toward building capable and reliable free- 
world defense forces. 

Accomplishing these goals at the least cost—The strength which the military 
assistance program has helped our allies to develop, and which has taken its 
lace alongside our own strength in the defense of the free world, has been achieved 

& much smaller expenditure of time and money than would have been possible if 
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we had tried to do the job alone. A general indication of this is provided by g 
comparison between the cost to pay, house, feed, and clothe a United States 
soldier and the same costs for the soldiers of our allies. The cost for an American 
soldier is $3,511 annually, not including the weapons, equipment, transportation 
and other costs which go into making him an effective ‘fighting man in any part 
of the world. By contrast, the cost to pay, house, feed, and clothe a French 
soldier is $1,440; a Pakistani, $485; a Nationalist Chinese, $1,142; and a Turk 
$105. The troops of these various forces may differ in the level of training and 
in ability, but the cost factor is not the reason for the differences. The assistance 
we give to help our allies meet some of these expenses is a small price indeed for 
the increase in free-world strength which has resulted. 


The mutuality of the free-world defense effort 


Important as the United. States contribution to the free-world defense’ efforts 
of our allies has been, its cost has been small compared to their own defense 
expenditures. In 1950, for example, when our expenditures for assistance to 
European NATO countries amounted to $300 million, these countries themselves 
made defense expenditures of $6.5 billion. In 1958, when our expenditures for 
aid to these countries increased to $3.2 billion, they spent $12.8 billion for defense: 
their share of the $16 billion total was thus 80 percent. And in 1956, when our 
contribution to their efforts amounted to $1.7 billion, our NATO partners in 
Europe expended for defense $13.1 billion, or almost 90 percent of the total of 
our military assistance and their defense expenditures combined. 

Equally striking is a comparison of our total-aid expenditures with the defense 
expenditures of all our grant-aid allies, considering that even relatively small 
military establishments are a great economic burden for many of them. United 
States expenditures from 1950 through 1956 for military assistance to the Euro- 
pean NATO countries totaled $12.3 billion, and for such aid to other grant-aid 
countries, $5.1 billion, for a cumulative total of $17.4 billion. The defense 
expenditures of the NATO countries of Europe amounted to $78 billion during 
that same period, and those for our other grant-aid allies were approximately 
$15 billion—a total of $93 billion expended by these allies in the joint-defense 
effort. Thus, the nations receiving grant-military assistance from us have spent 
for defense about five and a half dollars for every dollar that we have put into 
such assistance. This essential mutuality in the defense activities of ourselves 
and our free-world partners is the greatest source of strength in this effort to 
insure lasting peace and security. 


The increase in the strength of the free world 


It is impossible for us to estimate what military strength the other nations of 
the free world would now have were it not for our military assistance program. 
However, we can get some indication of the contribution which the program has 
made by looking at the progress of our allies since the beginning of the mutual 
effort. In 1950, our allies’ active ground forces numbered about 3% million men, 
mostly ill-trained and poorly equipped. In their naval forces were fewer than 
1,000 combatant vessels. Their air forces were equipped with about 11,500 
aircraft, of which fewer than 500 were jets. 

By the end of 1956, there were 4.8 million men in the ground forces of our 
allies—an increase of 37 percent. In their navies were over 2,300 combatant 
vessels, an increase of 139 percent. Their air forces were equipped with over 
12,000 conventional aircraft, and the number of jet aircraft had increased to 
nearly 11,000—22 times as many as they had in 1950. 

Moreover, the men in these forces are much better trained and organized than 
the troops of 1950 were, and their morale is at a much higher level. They have 
better equipment and support facilities. Their air forces have many more and 
better airfields and improved communications and early warning systems. It 
would have been impossible for our allies to make these vast improvements in 
the size and effectiveness of their forces had it not been for the military assistance 
which the United States has provided. 

The importance to us of the buildup of these Allied forces committed to the 
defense of the free world is particularly well illustrated by a contrast of its cost 
to our own defense expenditures during the same period. From 1950 through 
1956, the United States spent on its domestic defense program, including the cost 
of carrying on the Korean action, approximately $254 billion. In these same 
years, the total of our military assistance program plus the defense expenditures of 
our grant-aid allies and of Canada, Australia, and New Zealand, amounted to 
$124 billion, or about half of our aggregate expenditure. 

After having made these outlays, the United States today has Army forces of 
over a million men, an Air Force equipped with almost 27,000 aircraft, and 
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Navy with almost a thousand combatant vessels.. Our grant-aid allies and Can- 
ada, Australia, and New Zealand have built up for the defense of the free-world 
active ground forces of over 5 million men, air forces with over 27,000 planes of 
which 12,500 are jets, and naval forces with 2,500 combatant vessels. 

We. cannot know how much the strength represented by these Allied forces 
would have cost the United States if we had to create it entirely with our own 
resources. If our allies had not received our assistance in developing that strength, 
however, it seems clear that for its own security, the United States would have 
had to make much greater defense expenditures. Furthermore, we would be 
obliged to maintain many more mer under arms, with a considerably larger pro- 

rtion. of: them overseas. And with all of this we would not have as much 
defensive strength for our efforts as we have today. 


A shift in emphasis 


In playing its part in the buildup of free world defense forces, the military 
assistance program has had to adjust to the continually changing exigencies of 
the world situation. For example, in 1950, about 79 percent of our military 
assistance went to Europe, 16 percent to the Middle East and 5 percent to the 
Far East. These proportions reflect not only the necessities of the time in terms 
of free world security but also the ability of our allies to receive and use our aid. 

The picture has changed considerably over the past 7 years. The fact that 
today only one-fourth of our military assistance is going to. Europe reflects the 
ability of our European allies to pay an increased share of free world defense costs 
as well as the improved eapabilities of the NATO forces. The Far East now 
receives 46 percent of our military assistance, the Middle East 27 percent and 
Latin America 2 percent. This shift in emphasis recognizes the clear necessity 
which we now face of increasing the military strength of our partners in the 
Middle East’and the Far East. 


A financial report on the military assistance program 


Where do we stand with respect to the funds previously provided for the military 
assistance program? The following table shows, for each of 3 fiscal years, the 
total of funds available for expenditure in that year, composed of (a) the carry 
forward from the prior year of funds which, although for the most part obligated, 
had not yet been expended; (b) the new obligational authority granted by the 
Congress; and (c), for fiscal year 1958, a requested reappropriation of the unobli- 
gated balance. It also shows the actual expenditures for each year and the 
resulting balance of unexpended funds te be carried forward into the subsequent 
year: 


Fiseal year 





| 1957 | 1958 


Carryforward from previous fiscal year 
New obligational authority , i 
(Reappropriation for fiscal year 1958 of unobligated funds) ______| 





Total availability 
Expenditures in fiscal year_ 





Carryforward to next fiscal year 


1 Estimate. 
2 Request. 


This table shows not only the downward trend in unexpended balances and in 
total availability over this period but also the increased stability in the operating 
level of the program. Even more striking is the great decrease in our total fund 
availability that has taken place in the last 5 years. At the beginning of fiscal 
year 1953 our fund availability—the sum of the carryforward of prior-year funds 
and the new obligational authority for that fiscal year—was $12.5 billion. Our 
present estimates are that, if our request for $1.9 billion in new obligational 
authority and for reappropriation of our unobligated balance is granted, our total 
fund availability at the beginning of fiscal year 1958 will be no more than $6.3 
billion, or roughly half what it was 5 years ago. This contrast gives an indication 
of the success we have achieved in our efforts to reduce the military assistance 
earryforward to the optimum operating level. 
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The roughly $500 million of military funds which will remain unobligated at 
the end of fiscal year 1957, and which we are asking the Congress to reappropriate 
for fiscal year 1958, is derived from a reduction in the requirements of our prior 
year programs. This reduction was accomplished by a most diligent and compre. 
hensive review begun more than a year ago and completed only after the President 
presented his fiscal year 1958 budget to the Congress. As a result of experience 
gained in the operation of the program, we were able to review more critically the 
capability of potential recipients to provide the personnel and facilities needed 
for the effective use of our assistance. With certain data available this year for 
the first time, we were able to apply more realistic usage and consumption rates 
for a number of items such as ammunition and spare parts. Through improved 
time-phasing, we have been able to limit our requirements for advance funding 
to what is necessary to provide the minimum leadtime feasible. We have been 
better able to coordinate our programing and our production planning, with the 
result that we can adhere more closely to program delivery schedules. This re. 
duction of $500 million in the requirements of prior year programs will not result 
in any inability to meet valid requirements within the normal funding leadtime 
and the capabilities of other countries to receive and use our assistance effectively, 
We have been able to effect this reduction and still meet the major military assist- 
ance requirements of our free world allies. 


The military assistance program proposed for fiscal year 1958 


We propose to carry out a program amounting to $2.4 billion in fiscal year 1958, 
The careful and comprehensive review which resulted in the reduction in require- 
ments for prior years has been applied to this proposed program. Since, as T have 
pointed out, $500 million of this can be met by the reappropriation of unobligated 
a funds, our request for new obligational authority is reduced to $1.9 

illion. 

Of the total proposed program of $2.4 billion, approximately $900 million will 
be devoted to force improvement and $980 million to the maintenance of existing 
forces. The request also includes $345 million for such fixed costs as administra- 
tion, packing, handling, crating and transportation, and for infrastructure and 
such programs as facilities assistance and mutual weapons development. The 
force improvement or modernization which this proposal contemplates includes 
almost $340 million for the new weapons program, In addition, we expect to 
sell some $160 million in new weapons, not included in this request for funds, to 
our free world allies. 

The program which we are proposing for fiscal year 1958 provides $175 million 
for the financing of a credit sales program. The transactions to be covered by 
this program are in addition to the outright sales of military equipment which 
we now make and which are not included in our requests for funds. The ability 
of many of our allies to finance their own defense requirements has greatly im- 
proved. However, they are not in a position to meet all of these requirements on 
a cash basis within a single year. We are therefore requesting funds to finance 
such sales over a period of up to 3 years, and we are asking authority to reuse the 
repayments received under this sales program. 

It is important to note that, although this total program is primarily designed 
to provide aid to our allies throughout the free world, 85 percent of the dollars in 
our military assistance request for fiscal year 1958 will be spent within the United 
States. Thus, a very substantial part of the cost of the program to the American 
taxpayer is plowed back into the American economy. 


The importance of the new weapons program 


Of great and ever-increasing importance today is the new weapons portion of the 
military assistance program. This is true particularly in view of the technological 
advances which the Soviet forces have made in the development of their offensive 
potential. 

The Russians are constantly improving their capability in the field of guided 
missiles. Their jet air fleet is growing not only in size but also in quality and 
range. Their unprecedented shipbuilding program has resulted in the second 
largest navy in the world, with submarine and surface fleets that are constantly 
improving in size and quality. Their ground forces, which have been equipped 
with new tanks, light arms and artillery, have greatly increased firepower and 
mobility. All of these forces are well adapted to the changing requirements of 
modern technology and warfare. 

Only by helping our allies to fit out their forces with the very latest weapons can 
we check this growing threat. Only if the strength of our allies keeps pace 
technologically with the menace we are all facing can that strength be effectively 
used to the ultimate ends of free world security. 
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Effectiveness of the free world strength 


No comparison of the forces of the free world with the great military machine 
of the Communist bloc will give any clear indication of their relative effectiveness. 
We cannot know in any precise way the capabilities of our forces and those of our 
allies, nor can we know how much the military assistance program has contributed 
to that capability. There are some facts, however, that are worth noting. 

Between 1945 and 1950, following the end of the Second World War, the Com- 
munist bloc expanded in size very considerably. The satellite countries of 
Eastern Europe, with their considerable industrial potential and mineral resources, 
were swept into the sphere of Soviet influence. hina was overrun and her vast 
supply of manpower added to the Communist bloc. 

Since 1950, when our military assistance program was initiated, international 
communism has not acquired any land area or additional populations through 
aggression or subversion, with the sole exceptions of Tibet and North Vietnam, 
which were already heavily infiltrated by the Communists in 1950. This halt in 
the march of international communism must in very substantial part have been 
occasioned by their recognition of the strength and determination which the rest 
of the free world, with our help, has developed. 


To sum up 
The role of the military-assistance program in the total defense effoet of the 
United States is: 
To protect our overseas bases, 
To protect our collective security arrangements, 
To safeguard our supply of critical materials, 
To build up the military strength of our allies, 
To modernize the military forces of our allies, 
And to do these things at the least cost to the United States. 

The President is proposing for fiscal year 1958 a program of $2.4 billion to 

rmit the effective continuation of this vital contribution to our security. To 
ona this program, we are requesting new obligational authority of $1.9 billion 
and the reappropriation of our balance of unobligated prior year funds. 

The military-assistance program has made a decisive contribution to the Ameri- 
ean defense effort. It has enabled out allies to build and maintain the military 
forces they must have to give substance to our collective security effort. It has 
inspired among our allies a greater will to resist the threat of Communist domina- 
tion. It has assured the continued availability of the overseas bases, critical 
materials and supply lines so important to our entire defense effort. It has 
resulted in the development of a free world defense posture more powerful than 
anything we could have afforded with our own human and material resources 
alone. 

To relax our efforts, simply because they have thus far succeeded in holding the 
Communist menace in check, would be folly. The job to be done calls for strength 
and determination on the part of the free nations of the world. Failure to carry 
the military-assistance program forward with vigor and imagination would 
seriously undermine the great defensive shield which we and our allies have 
labored so hard to build. 


CONTROL OVER MILITARY ASSISTANCE FUNDS 


Senator Rosertson. Mr. Chairman, does the witness want to 
complete his statement, or may I ask questions as he goes along to 
explain one phase there? 

Chairman Haypen. He just stated from this point on he was not 
going to follow the statement, but was going to use the charts that 
are behind you. 

Senator Ropertson. In view of the fact that Secretary Sprague 
was not here when we raised the question of who was going to control 
nilitary assistance, I wanted to bring it to his attention and ask him 
to explain it. 

He stopped at the point where he was going to consider military 
assistance proposals. We wanted to know whether this was going to 
be decided on a strictly military basis, or whether under the guise of 
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being military assistance this appropriation could be gradually slid 
into just an economic rehabilitation program. 

Mr. Sprague. Sir, I think I can answer that question for you now, 

The military assistance program is prepared by the military assist. 
ance advisory groups in each country. 

Senator EL1LeENpDER. What is the composition of the military as- 
sistance groups? 

Mr. Spracus. The country team is headed by the ambassador, 
representative of the ICA and the senior military adviser. 

Under are representatives of the Army, Navy, and Air Force. 

Senator ELLENpDER. But the Army, Navy, and Air Force personnel 
are part of our missions in those countries? 

Mr. Spracue. That is correct. The military assistance program 
is initially prepared by the MAAG. It is then submitted to the 
Defense Department, through the unified commands, Admiral 
Stump’s staff in the Pacific; General Palmer’s staff at EUCOM in 
Europe, for instance. 

They comment on the programs which are submitted to my office, 
We then study the program which has been submitted for each country 
in the light of the force goals which have been established by the 
JCS for each country. We then develop an integrated program taking 
into consideration not only the force goals, but the capability of the 
country to support that kind of program. 

The program, as revised by my office to meet the comments of the 
unified commands, is finally approved by ICA, subject, however, to 
the overall policy guidance of the Secretary of State. The program 
is then administered by my office. 


ADMINISTRATION OF DEFENSE SUPPORT 


Senator ELLENDER. Does that include defense support? 

Mr. Spracue. No, sir; defense support is administered by ICA. 

Senator ELLenper. Exactly. That is what I pointed out 2 or 3 
days ago. 

Mr. Spraaue. And there has been no suggestion in the President’s 
proposal to date that that situation be changed. 

In other words, the fiscal 1958 program for defense support will be 
administered by the ICA. 

Senator ELLenpeER. Is it your plan to have the appropriations made 
to the military for defense support? 

Mr. Spracuer. The reason why, at least this is my opinion, sir, the 
defense support—— 

Senator ELtenper. Is your opinion the opinion of the Defense 
Department and the President? 

Mr. Spracus. Yes, sir. The reason why defense support appears 
as a separate title to the Department of Defense budget is to make it 
clear to the Congress and the people that the defense support program 
is part of the military assistance program in this sense of the word, that 
the countries which receive defense support require that amount of 
money as economic support to permit them to maintain the forces 
which the military assistance program by way of equipment and 
training supports. 

Senator ELLENDER. But the control and use of that money is under 
the direction of ICA and for all intents and purposes it is used just 
the same as prior grants were used? 
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Mr. Spracue. That is correct, sir. 

Senator ELLENDER. Exactly. 

Senator Dirksen. Mr. Sprague, what you have in brief are two 
lines converging on your office, the MAAG groups to the Pentagon, to 
your office, the Joint Chiefs of Staff to your office. Your office force 


goals and the recommendations are refined and put in a package. 
Mr. Spracue. That is correct. 


BUDGET BUREAU PARTICIPATION 


Senator Dirksen. Where does the Budget Bureau come in on this? 
Is it at that point then submitted to the Budget Bureau? 

Mr. SpraGue. Yes. 

Senator Dirksen. Then from the Budget Bureau to the President 
and the Congress? 

Mr. Spracue. That is correct. 

Now I would like to clarify for Senator Ellender what transpired 
this year before the congressional presentation began. 

Last year the defense support appropriation was $1,100 million. 
The original request for this year was the same amount. 

The executive branch then made the decision to request the Con- 


gress to put defense support in the Department of Defense budget as a 
separate title. 


SEPARATION OF DEFENSE SUPPORT FROM ECONOMIC FUNDS 


In that exercise my office, together with ICA, made an earnest effort 
to screen out of the defense support request those funds which were 
almost solely economic and had no bearing on the military capability 
of the country or the military budget of the country. 

During that process, we were able to screen out approximately $300 
million of the requested funds. So that in our opinion the $900 
million originally requested for fiscal year 1958 for defense support is 
money which is directly related to the defense burden of the country 
involved. 

And the projects which that money would support have in some 
instances a military significance, roads and harbors, for instance. 
So they are not purely economic programs. They are programs 
which have a direct relationship to the military and defense burdens 
of the countries involved. 

Senator ELLENDER. Will you furnish the committee an outline of 
what you expect to spend for defense support in Korea, Thailand, 
and the other countries who are receiving military assistance? 

Mr. Sprague. Senator Ellender, when you get into the regional 
presentations the ICA people will present those figures to you. 

Senator ELLENDER. But isn’t it your program? 

Mr. Spracur. Are you talking about defense support, Senator? 

Senator ELLENDER. I am talking about defense support, which, in 
my opinion, is nothing but economic aid. It is just a new name that 
has been devised in order to carry on grants of economic aid which 
has been severely crititized by the C ongress. You have merely 
changed the name of economic grant aid. 

Mr. Spracus. We will get that information for you. 
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Senator ELuenper. I wish you would because I think it is very 
important. 

I have found in Korea and other places a number of projects that 
come under defense support, but in fact were direct economic aid 
grants. 

(The information referred to was submitted to the committee.) 


(Chart No. I follows:) 
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MILITARY STRENGTH OF RUSSIA AND COMMUNIST BLOC 


Mr. Spracur. Mr. Chairman and members of the committee, 
this chart (see p. 107) shows the threat that we now face. Russia has 
175 front line ground divisions, over 20,000 operational craft; the 
second largest navy in the world, and over 400 submarines. 

Senator ELLENDER. That information was furnished 4 years ago. 
It is here in the record. Have you improved the statistics? 

Mr. Spracue. Have we improved this? 

Senator ELLenpER. Yes. Has any change been made? I got that 
from General Gruenther, as I recall, 4 years ago. 

Mr, Spracue. There is a substantial change. The number of 
submarines which they have built in the last 4 years is substantial, 
The number of aircraft which they now have in their inventory is a 
substantial increase over what they had 4 years ago. 

In addition to that, Senator, these Russian forces are now equipped 
with atomic weapons in large numbers which was not true 4 years ago. 

In addition, I would like to point out that the satellite countries of 
Eastern Europe have 80 ground divisions and 2,500 operational air- 
craft, largely equipped and supported by Russia. 

China has 200 ground divisions and also about 2,500 operational 
aircraft; also largely supplied by Russia. 

Senator DirkseN. How many operational aircraft does Red China 
have? 

Mr. Spracue. 2,500, sir. 

Now, since World War II, the Soviet and Communist bloc have 
engaged in military actions in various parts of the world, Korea 
Indochina, Malaya, Hungary, and Greece. 

In addition, in the last 4 or 5 years the Russians have embarked on 
a major campaign of economic penetration around the world, 
Malaya, Burma, Indonesia, in the Far East, in Guatemala, hiatal 
Bolivia, ‘and more rece sntly in Syria and Egypt in the Middle ‘Fast. 

(Chart No. II follows:) 
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THREAT TO SECURITY OF FREE WORLD 


Mr. Spracur. Now, what is the role of the military assistance 
program in meeting this enormous threat to the security of the free 
world? In green are shown the military sales aid countries, those 
countries which purchase military equipment from the United States, 
and in blue are those countries to which we furnish grant aid. 

I would like to point out here that six of those countries receive 
over a third of our military assistance and over 80 percent of the 
defense support money. Those countries are Korea, Thailand, 
Taiwan, Pakistan, Turkey, and Greece. 


REIMBURSABLE SALES OF MILITARY EQUIPMENT 


Senator ELtenper. Will you tell us about the military sales to 
these countries? Do they pay the entire cost? 

Mr. Spracue. They pay in cash. 

Senator ELLENDER. Do they pay cash for our full cost? 

Mr. Spracuer. Yes; they pay the value of the items which they are 
purchasing as of the day they purchase them. 

Senator ELLENpER. And that value is the cost to us? 

Mr. Spracue. That is correct. 


OBJECT OF MILITARY ASSISTANCE PROGRAM 


Now, the object of the military assistance program is fourfold: 

First, to protect our farflung base structure. The shields on the 
chart indicate the general areas in which our bases are located. There 
are over 250 of them all over the world, manned and operated by 
United States troops. 

Without the military assistance program and the arrangements 
which we reach with the various countries where these bases are 
located, it would be impossible for the United States to maintain these 
bases. 

COLLECTIVE SECURITY AGREEMENTS 


The second objective of the program is to protect the collective 
security agreements which we now have. I think it is fair to say that 
perhaps the outstanding accomplishment of 20th century diplomacy 
in the United States is the collective security arrangements and agree- 
ments which we have made throughout the world, the chief and fore- 
most of which is NATO, the SEATO arrangement in southeast Asia, 
the Baghdad Pact of which we are not a full member, but are now a 
member of the military planning committee; the Rio Pact with 
Central and South America; the ANSUS Pact with Australia and 
New Zealand, and the bilateral security agreements which we have 


with Japan, Korea, Taiwan, and the Philippines. 


SAFEGUARDING STRATEGIC MATERIALS 


In addition, the military assistance program assists us in safeguard- 
ing strategic materials. Most of those which are indicated on the chart 
are in short supply in the United States. They are required not only 
for our domestic economy, but they would be absolutely vital to us 
if we were forced to fight a major war. 
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These materials come from countries where we have a military 
assistance program and either a bilateral or collective security agree- 
ment. 

Senator Youne. May I ask a question at this point? 

Chairman Hayprn. Yes. 

Senator Young. If these materials are so important to us, why are 
we presently curtailing our barter deal with foreign countries to 
exchange farm surpluses for these very materials? 

Mr. SpraGuE. These materials, sir, are ones which are purchased 
by private companies for the economy, or, if they are in the defense 
business, they are purchased by them for use in defense products. 
They are not products which have been singled out as those which 
we are stockpiling. 


EXTENT OF STOCKPILING PROGRAM 


Senator Younc. We are stockpiling most of them? 

Mr. Spracue. We are stockpiling some of them; that is correct. 

Chairman Haypen. Will you list some of them? 

Mr. Spraaue. Bauxite, natural rubber, tin, manganese, chromite, 
tungsten, cobalt, mercury, platinum, industrial diamonds and anti- 
mony. 

iaater Youne. Which ones do we stockpile? All of them? 

Mr. Spracue. I cannot answer that question, sir. 

Senator Youne. You probably do not deal with it. It does not 
make sense to spend money to protect our interest abroad and we are 
curtailing our stockpiling program now when we can easily exchange 
surpluses for things we need badly in time of war. 

Mr. Spraaue. Even if we did stop stockpiling in any of these 
items, they are still necessary for the operation of our peacetime 
economy. 

The stockpiling would end at that point where we had sufficient 
supply to carry us for a period of time beyond the mobilization date. 

Senator Ropertson. | think we now have 5 years’ supply of every 
strategic mineral you have listed on this chart. 

The question in my mind and in the minds of those on the Joint 
Committee on Defense Production, is how will we ever use that 5- 
year supply. It is running into the billions of dollars and they are 
still buying because no decision has been made as to how much we 
should stockpile. The minimum is 5 years. 

Senator SatronsTALL. There is a difference between—I think 
Mr. Sprague knows, or does not know, and I may not be accurate on 
my figure—there is a difference between 5 years’ peace supply and the 
amount that would be necessary if we went into an all-out war. 

As I understand it, that includes a 90-day, or a certain number of 
months; I am not sure whether it is 90 days’ or 6 months’ supply in 
case of war and 5 years’ supply on the peacet*me basis. 

We now have a 5-year peacetime supply of.many of these things. 
Tam correct in that, am I not? 

Mr. Spracuer. I would rather not respond, Senator. 

Senator Ropertson. I do not think the Senator’s conclusion is 
correct. I think that the national stockpile is a reserve supply of 
strategic materials for war, not any peacetime use. 
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Senator SattonsTaLu. [ meant not for war, but for military pur- 
poses when we are not in actual war. That is what I meant by a 
peacetime basis. 

Senator Rosertson. We will have a hearing next Tuesday of both 
the General Services Administration and ODM. I will develop that 
point for you. 

It is my recollection that the 5 years is what we would use after we 
go into war. 

Now, who can say that the war is going to last 5 years? 

If they have all these atomic weapons you tell us about, I do not 
see how it could. 


COORDINATION WITH AGRICULTURAL STOCKPILE 


Then we are buyimg a lot of that material as shown on that map 
in exchange for farm products and that goes into the Department of 
Agriculture stockpile and what goes into that stockpile is not charged 
against the national stockpile. 

Senator Youna. It is supposed to be. 

Senator Rosertson: It is not, though. That is another thing we 
ought to do. We should coordinate what goes into the Agriculture 
stockpile and what goes into the national stockpile. We only transfer 
from the agricultural stockpile what is of the very highest type that 
meets national stockpile specifications. 

But we could pile up, if we saw fit, a duplication in the agricultural 
program of what we have in the national stockpile because the national 
stockpile can go ahead irrespective of what you do under the farm 
program. 

Mr. Spracue. A representative of ODM is coming up next week 
and they can respond to this. I do believe there is an interagency 
committee involving both ODM and the Department of Agriculture 
which coordinates the stockpiling. 

Senator Rosertson. I have introduced an amendment to the agri- 
cultural act that has not gotten anywhere that authorizes the sale 
of surplus agriculture products. 


ACQUISITION OF INDUSTRIAL DIAMONDS 


Senator Younc. We were making very good deals with farm surplus 
in exchange for industrial diamonds. Industrial diamonds are some- 
thing we do not have in this country. 

It would seem to me a whole lot easier to store industrial diamonds 
than cotton, wheat, and corn. 

Senator Rosperrson. I cannot remember figures on industrial 
diamonds. I am not sure that industrial diamonds are in our stock- 
pile. 

Do you know? 

Mr. Spracue. I don’t know. 

Senator Ropertson. I cannot recall any specific testimony on that 
point. 

Senator Younc. I have followed that program closely. We have 
exchanged a great amount of farm surplus. 
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FOREIGN SOURCES OF STRATEGIC ITEMS 





Chairman Hayprn. I think you are correct on stockpiling on the 
basis of 5 years for war use. The point is that if we can, maintain 
military strength i in the places in the world where these things that we 
do not produce ourselves are available, then in the event of war we have 

a better chance to continue to get them there and, therefore, would not 
ove to go into our stockpile, 

Of course, then, there is the normal industrial uses of these same 
materials that go on every year. 

Senator Rospertson. | did not mean to infer ‘at all that I was 
opposed to this program. I am for the program and I ‘think it is very 
important. 

You take the manganese, just for domestic use. We could be in a 
mighty tight situation if we lost our foreign supplies because what is 
produc ‘ed domestically is a very small percentage and it has: to be 
refined to the point where it would be very expensive. 

But I just happened to mention what we are accumulating and piling 
up. It runs into billions of dollars of these strategic minerals in the 
NATO stockpile. Nobody has made a decision whether it is going 
to be 5 years’, 7 years’, or 10 years’ supply. Nobody knows what in 
the world we would do with it if we ever got into a real program of 
international disarmament where we were no longer afraid of that 
Red part on this side of the map. 
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Senator SALTONSTALL. I do not agree with the Senator on all his 
statements. I will not argue with him now. There are some definite 
number of years involved when we are at peace. When we are at war, 
then we have to have a certain number of days’ or months’ supplies 
and these stockpiles are based on those 2 figures; working those 2 
figures in together. 

Senator Dirksen. If I may say to the distinguished Senator from 
Virginia, and I am drawing entirely on memory, we have two lines of 
operation going in the stoe kpile field. The one is handled essentially 
by ODM for which we make direct appropriations which includes 
tungsten, tantalum, fluorspar, and antimony. 

I think there is one other. The other stockpile line is handled 
entirely by GSA. ‘The goals are set by the National Security Council 
and by the Defense Department. 

Now, they continue to buy for that pile and I think the testimony 
was that if they continue with the unobligated, unexpended balances 
of about $110 million, since we gave them no new money this year in 
the independent offices bill, they will probably have reached 85 
percent or 90 percent of the goals that were set by the Security 
Council and the Defense Department. 

Senator Rosertson. That is the maximum goal. The maximum 
goal i is above the 5-year limit. The 5-year limit is the minimum goal. 

Senator Dirksen. They did not express it.in the testimony on the 
basis of so many years. "They simply said this is the goal set by the 
National Security Council and by the Defense Establishment and 
GSA has no particular voice in what the goals are. Those are worked 
out on the basis of what our military experts say we must have. 
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Senator Ropertson. I would make several little adjustments of 
your statement. One would be that the General Services Administra- 
tion does buying both for the national agency that stockpiles and 
ODM. They are the purchasing agent. ‘They get their orders from 
ODM and on some things, they get orders from somebody else. 

But they are the general purchasing agents. 

Senator Dirksen. They are the administering agents. 


NICKEL AND ALUMINUM CONTRACTS 


Senator Rosertson. The other thing is that 1 know of two specific 
contracts, one for nickel running between $250 million and $330 
million that we do not need at all, although domestically it is not yet 
a surplus thing, but we have all we need. 

The other is for aluminum, and aluminum is coming in to us for a 
total of over $300 million, and up until I made a protest several weeks 
ago 75 percent of it was being brought from Canada, by 2 companies, 
either direct to us or indirect by supplying domestic need from the 
cheaper aluminum and unloading to us on a contract made during 
the Korean war. 

When they were short they never delivered. Now, that aluminum 
is in surplus supply; they are unloading all this aluminum at a cost 
of over $300 million to the United States, putting it in the stockpile 
where we have no need for it at all and bringing it in from Canada 
where it is produced cheaper than here. 

Now, that certainly is not a good deal for this Nation. 

Senator Dirksen. They pointed out that the supply of bauxite 
from New Zealand and northern tier of South American was cut off 
by subs from the Caribbean, you remember. 


PUBLIC LAW 480 PROGRAM 


Senator ELLeNpER. I would like to point out that the question 
raised by Senator Young is one we have been discussing for quite 
some time. At the present time the Senate Agriculture Committee 
is going into the details of Public Law 480. 

it is very difficult to get any of our so-called friends to trade us 
minerals for food. They would rather give us their notes, payable in 
their own currencies 30 years hence. 

Senator Youna. I may add that our Government gets a far better 
deal under the barter arrangements than we do accepting these cur- 
rencies. 

The Department of Agriculture gets the full value for its surpluses 
and I think the Federal Government gets full value in industrial 
diamonds and other items. when it deals through barter arrangements 
rather than by accepting oftentimes poor currencies or currencies of 
low value. 

Mr. Spracus. The next objective of this program is to build up the 
military strength of our allies. We hope to accomplish this program 
year by year at the least possible cost to the United.States taxpayers. 


COMPARATIVE COST OF SOLDIER MAINTENANCE 


This chart indicates why we think the military assistance program 
accomplishes this. The cost of food, pay, clothing, and housing of & 
United States soldier exclusive of equipment, transportation, and s0 
forth, is $3,511 a year. 
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The cost of maintaining a soldier in Turkey is $105 a year, 

The scale varies between those two: France, $1,440; Italy, $837; 
Pakistan, $485; Taiwan, $142; Korea, $117. 

Senator ELLenpDER. How about, Western EKurope—France, Eng- 
land? 

Mr. Sprague. France is $1,440; Italy, $837. 

We can give you the figures for all the countries if you want them. 


CONTRIBUTIONS TO NATO COUNTRIES 


Now, during the calendar years 1950 through 1956, a 7-year period, 
this chart indicates our contributions in military assistance to the 
European NATO countries. 

Senator ELLeENDER. Mr. Chairman, I previously said that I had 
heard General Gruenther give this same opening statement 4 years 
ago as was just given by Mr. Sprague. The statement of General 
Gruenther was given to us on July 15, 1953. He said: 

The enemy that we are considering is the Soviet Union. They have 175 
divisions, 20,000 aircraft, and 350 submarines. 

What is the most recent information on this subject? You are 
going back 4 years. 

Mr. Spracus, Sir, the chart that I have shown you is an unclassified 
chart which has been made public. We can give you on a classified 
basis the accurate figures. 


BASIS OF BUDGET REQUESTS 


Senator ELtenpER. Your request here is based on the same thing 
that General Gruenther used 4 years ago. Now, what improvement 
has been made since that time. I feel that the committee ought to 
have this information. 

Mr. Spracurn. We gave you additional information which ap- 
parently was not in the statement as to the strength of the satellite 
divisions. 

Senator ELtenper. It is 45 divisions. How many are there now? 

Mr. Spracuep. It is 80. 

We also gave you the figures on the Chinese. 

Senator EtLenprErR. Did you include China there? 

Mr. Spraaue. No, sir; China has 200. 

Senator ELLENpER. Where were those 80 divisions located? 

Mr. Spracuz. In Czechoslovakia, Poland, Bulgaria, Hungary. 
They are satellite divisions. 

Senator EttenpsEr. Do you think those countries are with Russia? 
I would hate to be in Russia’s shoes and have to depend on those 
satellites. 

Mr. Spraaue. I suppose it depends somewhat on what they would 
be used for. 

QUESTION OF SOVIET MILITARY CAPABILITY 


Senator SatronstTaLL. Most respectfully, Mr. Chairman, is it not 
true, Mr. Sprague, that while you cannot go into it on a record basis, 
that while the number of submarines may be only 75 or 80 more, the 
type of submarines that are in the Russians hands have changed very 
materially? Where we have the B52’s, they now have the Bisons 
and the jet airplanes capable of coming over to this country. And 
they also have the ballistic missiles. 
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Mr. Spracur. And the atomic weapons which they didn’t have 3 
years ago. 

Senator SattonstTaLu. So those things which I will say to the 
Senator from Louisiana have changed completely. While the num- 
bers have not changed so much, the type of material and the danger 
to us has staid. 

The type of equipment has become much more dangerous. 

Senator EttenperR. I have perused the testimony of Genera] 
Gruenther, given 4 years ago, and I find there were 70 satellite divi- 
sions. You now say it is 80. 

Mr. Spraacue. Yes, sir. 

Senator ELLenpeEr. In those four countries? 

Mr. Spracue. Not four. 

Senator E,LenpmER. Are those active divisions? 

Mr. Spraauet. Yes, sir. 

Senator ELLENDER. You are sure of that? 

Mr. Spraaue. Yes, sir. 

Senator ELLENDER. Now, in response to my good friend from 
Massachusetts, if he will review the record, he will find that their 
modern submarines are somewhat like our old ones. They are 
copycats. 

heir Bison airplane resembles some of ours. I would not be 
surprised if all of-the Bisons:were hand tooled. You have very few in 
mass production as we know it in this country, Senator. 

Senator SALTONSTALL. I do not want to argue with you in open 
session. 

Senator ELLENDER. I have seen these things. 

Senator SALTONSTALL. I spent 4 months last spring listening: to 
all this. I do not want to go into it here. 

Senator ELLENDER. We are listening now to the same story we 
heard 4 years ago. 

Chairman Haypen. Are we to conclude that there is no menace? 

Senator EtuenpeER. No, Senator, but it is not on the increase—it 
has been on the decline. Yet we are still going forward with more 
and more and:playing into the hands of the Russians, It was Stalin 
who said, that some day capitalism would fall to pieces because of 
these huge expenditures. In my opinion the Russians are succeeding 
with the “big bluff.’ 

Mr. Spracue. Sir, may I make this comment: Assuming that the 
figures 4 years ago of the Russians’ armed strength were the same as 
they are today, just assuming that, that is the reason why we built 
up the strength of our allies because they were so completely unde- 
veloped at. that time that they would not have had the capability to 
cope with them. 


NECESSITY OF ASSISTANCE TO WESTERN EUROPE 


Senator ELLENDeER. I am not debating that point. I voted for 
that with the understanding that aid would cease when the goal was 
reached. After the goal had been reached and surpassed, it was then 
that I began to kick up a little dust. That is why I am going to ask 
you in a moment why is it necessary, with all that we spent in West- 
ern Europe, to have in this budget $750 million in order to further 
assist our friends in Western Europe. 

I wish you would cover that before you get away from here. 


(Chart No. III follows:) 
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CONTRIBUTION TO NATO EUROPE 


Mr. Spraacue. Yes, sir. This chart shows again our contribution 
to NATO Europe for the 7 calendar years 1950 to 1956. This is their 
contribution during the same period of time. 

These figures in white represent the military expenditures of our 
European NATO allies during the same period of time for their own 
forces. This excludes Canada, Iceland, Greece, and Turkey. 


PERCENTAGES OF NATO MILITARY EXPENDITURES 


Senator ELLENDER. What is the percent of their budgets? 

Mr. Spracue. We have the figures. 

Senator Exrnenper. I wish you would put that in the record. Do 
not use GNP. As I said the other day, that is a phony. 

Mr. Spracue. We plan to provide that for the record, Senator. 

Senator ELtenper. Put in the percentage of their budgets and ours 
for comparison. » 

(The information being classified, has been filed with the 
committee.) 

Senator Rosperrson. What is the significance of the figures at the 
top of those blue columns in black? ; 

Mr. Sprague. The total of their expenditures plus our contribution. 

Senator Rosertson. That is the total at the top? 

Mr. Spracus. Yes. Our contribution here, theirs here, and the 
total there. 

Senator Extenper. This 3.2 in your fourth column, is that actual 
military expenditure for hardware? 

Mr. Spracus. Yes, sir. 

Senator ELtenpER. How much have you spent aside from that, let 
us say, in Europe? 

Mr. Spracue. Nothing. 

Senator ELtenpeR. Yes; you did. 

Mr. Spracus. Nothing for military assistance. 


AMERICAN BASES IN EUROPE 


Senator Ex,.tenper. You built bases there. You are presently 
building bases in Spain. You have built bases in France. 

Let us add that to the total figure to obtain our entire contribution. 

Mr. Spracue. I will say this: These figures include the infra- 
structure program, those airfields and early warning systems and radar 
nets which were done on a multilateral basis, including a contribution 
from the United States. 

I think it runs generally 40 percent of the total. 

Senator ELLENDER. Most of that, though, was erected in World 
War II. 

Mr. Spracue. No, sir. 

Senator ELLeNpER. A good deal of it. 

Mr. Spracus. The last 3 or 4 years the most of it, sir. 


BASES IN UNITED KINGDOM 


Senator ELLENDER. With respect to United Kingdom, give us the 
figures on the contract that was entered into in 1952 or 1953 between 
the United Kingdom and us covering rehabilitation of bases. Show 
the amounts that were proposed to be given by us and the United 
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Kingdom, and then the amounts actually contributed by us and the 
United Kingdom. 

You are going to find that we contributed 100 percent. 

Mr. Spracuse. We will do that. 

(The information being classified, has been filed with the 
committee.) 


CONTRIBUTION TO EUROPEAN NATO COUNTRIES 


Mr. Spracue. The United States contribution to European NATO 
during the same 7 years amounted to $12.3 billion for military assist- 
ance. Grant aid to other countries was $5.1 billion, for a grand total 
worldwide of $17.4 billion. 

During the same period European NATO countries contributed $78 
billion to their own defense, other grant countries $15 billion, for a 
grand total of $93 billion. 

(Charts No. IV and V follow:) 
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FREE WORLD ALLIED FORCES 


Mr. Sprague. Now in 1950 when the military assistance program 
started, our grant aid allies had a total of 960 combatant naval vessels; 
3% million active ground forces; almost 11,000 conventional aircraft 
and 477 jet aircraft. These forces were largely equipped with World 
War IT material and were not particularly effective. 

But since the program was instituted and during the 7 calendar 
years these forces have been built up to a total of 2,300 modern 
combatant naval vessels; ground forces of 4,800,000. 

Twelve thousand one hundred and twenty-two conventional air. 
craft and ten thousand eight hundred jet aircraft, an increase of 22 
times in jet aircraft, a ve sibetantial increase which gives them a 
real capability in their saihnoee 

In addition, more and better airfields have been provided, new early 
—— systems and better communications systems have been estab- 
ished. 

Their support and logistic units are operating more effectively, 
following United States methods, and the forces are better equipped, 
better trained, and have better morale. 

Senator ELnenper. This active ground force of 3% million people, 
where is that located? 

Mr. Spracus. Those were the forces in 1950 of our free world allies 
located all over the world. Today those forces number 4,800,000. 

Senator ELLENDER. How much of that is in Western Europe, ex- 
clusive of Turkey and Greece? 

Mr. Spragcus. We will furnish that. 

Senator ELLenpEr. Will you tell us how many of those divisions, 
are active, and how many reserves? 

Mr. Spragus. These are all active troops. 

Senator Ettenpsr. Can you tell us how many active troops you 
have in Belgium? 

Colonel Crirz. Yes, sir. 

Senator ELLENpDER. How many divisions? 

(Discussion off the record.) 

Senator ELtENDER. What is the date of that? 

Colonel Crrrz. This is as of 3 months ago, sir. 

Senator ELLENDER. How about Denmark? 

(Discussion off the record.) 

Senator ELtenper. In this four million eight do you include the 
reserves? 

Mr. Spracus. No, sir. 

Senator Extenper. Will you be able to separate that for us by 
countries? 

Mr. SpraGcus. Yes, sir. 

Senator ELLENDER. Give us the reserves and active. 

Mr. Spracug. Yes, sir. 

(The information requested being classified, has been filed with the 
Committee.) 

(Chart No. VI follows:) 
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TOTAL 7-YEAR EXPENDITURES 





Mr. Spracuer. During the same 7-year period, we spent for our 
own defense $254 billion:. The total expenditures of our allies, but 
including our grant aid, was $124 billion. 

These figures are our own forces today which we have supported 
with this expenditure over a period of 7 years, 969 combatant ships, 
an Air Force of 26,600 planes, and 1 million men in our Ground Forces, 

This is the total free world strength. It is the same figure as I gave 
you before except for the addition of Canada, Australia, and New 
Zealand, the countries which purchased military equipment from us 
but received no grant aid: This raises the total figure to 2,500 
combatant naval vessels; 27,000 airplanes, of which 12,600 are jets, 
and 5 million men in their active ground forces. 

What would this force have cost the United States to maintain? 

We are trying, in response to questions the other day, to get some 
comparative figures for you, but I don’t think anything we are able 
to provide will indicate what the cost to the United States would be 
of maintaining not only United States forces, but the forces of our 
allies. 

I feel everybody will agree that for us to have tried to maintain 
these forces would have probably bankrupted the country to say 
nothing of the difficulty: we would heve of supplying the necessary 
troops. 


















INCREASE IN COMBATANT SHIPS 


Senstor ELLeENpER. To what extent have your combatant ships 
increased, from 2,500 to what? What was it before? 

Mr. Sprague. It started at 960 in 1950. 

Senator ELLENDER. You mean to say that the 
have built the difference between 960 and 2,500? 

Mr. Spracur. They have that number of ships more, yes, almost 
1,500 ships. 

Senator ELLENDER. What kind of ships are those? 

Mr. Spracur. They are mostly destroyers, submarine 
submarines, frigates. 

Senator ELLENDER. 
world? 
Mr. SPRAGUE. 

















Allies, our allies, 


chasers, 
When you say our allies, you mean all over the 


Yes, sir. 





AIR FORCE STRENGTH 


Now, 








Senator ELLENDER. the 
crease of how much? 
Mr. Spracue. From 12,000. 
Senator ELLENDER. You mean to tell this committee that the differ- 
ence between 12,000 and 27,000 was built by the Allies themselves? 
Mr. Spracuer. No, sir; I am not saying that. 
Senator Ertenper. How much of that was built by us? 
Mr. SpraGcvue. Part of it was built by them and part of it is grant 
military aid in the form of airplanes that we have given them. 
Senator ELLENpER. How:mueh of that was offshore procurement? 
Mr. Spracue. I do not have the figure. 


Air Force of 27,000, that is an in- 
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Senator ELLENDER. We spent a little over a billion dollars. 

Mr. Spracue. Yes, sir. The offshore procurement is in the 
military assistance program. It is in the total of $17.4 billion world- 
wide for 7 years in the military assistance program. 


TOTAL ACTIVE GROUND FORCES 


Senator ELLENDER. Your active ground forces have increased 
from? 

Mr. SpraGue. From 3.8 to 5 million. 

Senator ExutenpeEr. All of those are active? 

Mr. Spracue. All of those are active. 

Senator ELLeNpER. That includes all ground forces throughout 
the er, ? 

Mr. SprAGueE. Yes, sir. 

Senator ELLENDER. Now, will you give us a breakdown of how 
much of that comes from Western Europe? 

Mr. SpraGcue. This is not all countries all over the world exclusive 
of the Communist bloc. This does not include countries like India, 
Burma, Indonesia. 

Senator ELLENpDER. I am talking about those we have assisted 
militarily. That is what I am talking about. 

Mr. Spracue. Yes, sir. 


CHANGES DUE TO WORLD CONDITIONS 


Now, these next two charts show the pattern of the changes 
which have been reflected due to change in world conditions. 
In 1957, 79 percent of our aid went to Middle Europe; 16 percent 


to the Middle East, and 5 percent to the Far East. 

For fiscal year 1957 the programs in Europe had phased down to 
become only 25 percent of our total program. 

In the Middle East they have gone up to 27 percent. 

In the Far East they have gone up to 46 percent. 

Latin-America at the top is 2 percent. 

The decrease to Europe, of course, reflects their increasing economic 
capability of supporting and maintaining their own forces. 

The increase in the Middle East, largely in the last couple of years 
is caused by the vacuum which has tended to develop there with the 
withdrawal by the United Kingdom and France, The large increase 
in the Far East is almost entirely the result of Communist Chinese 
threat, following the Korean war and Indochina war. 


(Chart No. VII follows:) 
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SPANISH EXPENDITURES NOT INCLUDED 


Senator Extenper. In this 25 percent for Europe, do you include in 
that the $300 odd million we spent in Spain for bases? 

Mr. Spracuez. No, sir. 

Senator ELLENDER. Do you include the amount we spent in the last 
3 years to rehabilitate airfields in England? 

Mr. Spracue. No. 

Senator ELLenperR. Do you include bases that we have built in 


Italy? 

Mr. Spracuer. As I said before, the infrastructure bases would be 
included in here. Those NATO bases do not show. 

Senator ELLENDER. Then this 25 percent is purely military assist- 
ance that we have given to our allies. 

Mr. Spracue. That is all it is. Base construction for the United 
States force alone is not included. 

Senator E.tenper. Exactly. You will be able to supply those 
figures for the record? 

Mr. Spraaue. Yes, sir. 

(The information being classified, has been filed with the committee.) 

Now, we get down to money. 


FOREIGN CURRENCY AVAILABLE UNDER PUBLIC LAW 480 


Senator YounG. Before we start on that, may I ask a question or 
two, Mr. Chairman? 

I have before me a chart which shows that there is available under 
Public Law 480, $1,174,074,000 of foreign currency accumulated 


under Public Law 480. That is disposal of farm surpluses. And 
$56,147,000 of that was earmarked for military use in Korea; 
$47,260,000 for military aid to Pakistan; $88,800,000 to Yugoslavia; 
and some other countries are listed. 

If you did not have this foreign currency under Public Law 480, 
would you not be asking for additional money in appropriations to 
carry on our military program in these countries? 

Mr. Murpuy. May I answer that? 

To answer your question in short, it is definitely, ““Yes.”’ The 
funds you mention, particularly in Korea, are used for the support of 
the military budget and Korean forces. 

If these local currencies were not available under Public Law 480, 
it would be necessary to have more appropriations for security forces 
to support that project. 

Senator ELLENDER. You are making good use of much of this 
currency, it is taking the place of United States dollars? 

Mr. Murpny. It very definitely is. 

Senator Youna. I think it would be well to have this chart printed 
and made a part of the record. 

Chairman HaypeNn. That may be done. 

(The chart referred to follows:) 
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SIGNIFICANCE OF MILITARY ASSISTANCE BUILDUP 


Senator Rosrertson. Before the witness goes into the money situa. 
tion, I would like to make this comment on the figures he has shown ug, 

I think that the buildup in the military assistance of our allies singg 
1950 has been very significant. Now, whether it costs too much, | 
would not be able to say. But there cannot be any question about 
the fact that we would not have financed it with anything like a reg. 
sonable budget. 

It was a good investment, theoretically, using their manpower and 
their lower standards of military life to get this military strength, and 
we have gotten the strength. Whether or not it has cost too much, 
whether or not we are trying to put more into it now than we should, 
that is something else. 

I just want to commend the overall consummation, because it has 
been good. 


STRATEGIC MATERIALS SUPPLY 


Senator SaAtronstTaLL. Mr. Chairman, I made a mistake when | 
responded to the question of Senator Robertson. When we were 
talking about strategic supplies, you said a 5-year supply, and I said 
something about 90 days in case of war. As I understand it, it is 
5 years’ supply of stratgeic materials. 

What I was thinking about in regard to the ~. I want to 
correct that statement. 

Senator Rosertson. Thank you, sir. 

Senator Dirksen. Before we get away from Senator Young's 
question, I want to ask Mr. Murphy this: 


SUMMARY OF SURPLUS COMMODITIES PROGRAM 


Why would it not be possible to put in the record in tabular form, 
No. 1, in quantities, the surplus commodities that have been pur- 
chased from CCC and sent abroad; to whom they were sent; what we 
received in counterpart or in foreign currencies; what share of the 
currency went to the foreign country, and what share remained for 
us, and then how that share that we have has been expended. I think 
it ought to be summarized now. 

Senator Ropertson. If you are going to put a part of this stockpile 
program in the record, I would like to have them put all of it in there. 
Put in the exchange program, and show what has been transferred 
from that to the national stockpile. Show what is now in the national 
stockpile, and how much money it has cost us. ODM and GSA 
have it. 

Senator ELLENDER. I put that in the Congressional Record about 
2 or 3 months ago when we discussed Public Law 480. You will find 
it there. 

Mr. Murpuy. We will attempt to get that, Senator. 

The information requested appears on p. 128.) 

Senator ELLENpER. There is just a very small part of it used for 
the purchase of strategic materials. Twenty-four percent of the 
money is used to pay for military expenses, as I recall. 

Mr. Murpny. I see you now have a copy of a table which goes a 
long way answering the question Senator Dirksen asked. If you 
would like us to either modify that in any way to be thoroughly 
responsive, we will be happy to do so. 
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EFFECTIVENESS OF MUTUAL SECURITY PROGRAM 


Senator Tuy. Before we go from the defense to financial question, 
J just want to be on record as stating that, from my own personal 
observation and the study of the record, we could not have accom- 
plished our national defense for the amount of money spent if we had 
endeavored to get it with our own type of military, both in manpower 
and equipment; that, through mutual security, our foreign defense 
developments have given this Nation and the world a greater se- 
curity for less money than we possibly could have achieved had we 
not joined in the mutual security pact. 


DEFENSE-SUPPORT EXPENDITURES 


Senator ELLeNpER. Mr. Sprague, before you go into the money 
part, the figures that you have given covered only military, and no 
economic aid. 

Mr. Spracvue. No, sir. 

Senator ELLENDER. It strikes me that ought to be put in, too, so 
that all of us may get a bird’s-eye view of the full picture, because you 
now consider defense support as important as military aid. 

Mr. Spracue. We will get that information for you, Senator. 

(The information requested being classified, has been filed with the 
Committee.) 

(Chart No. VII follows:) 
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BASIS 





OF BUDGET REQUEST 


Mr. Spracue. Going into fiscal 1956, we had a carry forward of 
$6.2 billion. We received $1 billion in new obligation authority, for 
a total of $7.2 billion. 

We spent $2.6 billion, which took us into fiscal year 1957 with $4.6 
billion. We received $2 billion of new obligational authority, for a 
total of $6.6 billion. 

We estimated our expenditures at $2.2 billion. 

In the President’s budget message in late January, he requested 
new obligational authority for military assistance of $2.4 billion, 
which, with our carryover of $4.4 billion, based on this estimate of 
expenditures in fiscal 1957, would have given us a total obligation, 
total available in this program of $6.8 billion. 

We estimate our expenditures in fiscal 1958 again at $2.2 billion, 
which would have given a carry forward in fiscal 1958 of $4.6 billion. 

Between the time of the President’s budget message and his letter 
to the Speaker in April of this year, we were able to effectuate reduc- 
tions in the 1957 program which reflect reductions through all of the 
fiscal years prior to 1958 of $500 million, so that the request for new 
obligational authority was decreased at that time to $1.9 billion, 
making a total availability of $6.3 billion, or a carry forward into 
fiscal 1959 of $4.1 billion. 


REDUCTION IN BUDGET ESTIMATE 


In the last few days we have been able to determine that the 
expenditures in fiscal 1957 were $2.3 billion. So these figures would 
be reduced by $100 million, so that going into 1959 we would have a 
carry forward of only $4 billion, a reduction in those fiscal years 
from $6.2 billion to $4 billion. 

I think this indicates the concern of the Defense Department to 
reduce our carry forward, unexpended balances in accordance with 
the wishes often expressed by the Congress. 

Again illustrating the reductions which we have been able to make. 


UNEXPENDED BALANCES 


Going into fiscal 1953, we had a total available in the program of 
$12.5 billion. 

Going into fiscal 1958, if our new request is granted, our total 
availability would be only $6.3 billion, a 50 percent reduction. 


REASON FOR EXTENDED LEAD TIME 


Senator ELLENDER. Why does it take so long to make these deliv- 
eries, Mr. Sprague? The pipeline in our own military establishments 
averages about 16 months. Why should it be greater for foreign 
military assistance? 

Mr. Sprague. I think Mr. Holcombe could respond to that better 
than I can. He is more familiar with the actual workings of the 
program on that basis. I would suspect that one reason is that we 
take care of our own requirements first and, therefore, the lead time 
of those which are going to be channeled out in the form of military 
assistance is longer. 
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Senator ELLeNpER. It has been alleged by many of our allies, and 
I had occasion to talk to quite a few of them, that all they received 
in many instances, was military equipment that had become obsoles- 
cent. 

Would you say that this was one of the causes for the delay? 

Mr. Spracue. No, sir; I would not say that. 

Senator Ettenper. I still cannot see why the pipeline must be 
twice as long as the pipeline for our own military which averages 
about 16 months. 

Mr. Spracur. We have reduced it consistently, from $12.5 billion 
in 1953 to an estimated $6.3 billion fiscal year 1958. 

And we are making a constant effort to reduce it still further, 
Senator. 

This program is now beginning to run like a business and less like 
a helter skelter patchwork because people did not have experience with 
the program. It took a few years to build up the know-how to operate 
the program. 

Senator Dirksen. Before you proceed, Mr. Sprague, let us pursue 
some of Senator Ellender’s questions a little further by categories. 

Mr. Holcombe, I wonder if you will not make some comment on 
this question of lead time? 


ADMINISTRATIVE LEAD TIME 


Mr. Hotcomse. Senator Dirksen, I have some charts in our presen- 
tation which I think will help us out on that. The large part of it is 
administrative lead time, the long time it takes between the beginning 


of the fiscal year and the time it takes to get the money actually to the 
supplying service. They do not have this delay in their own Army, 
Navy, and Air Force appropriations because they get appropriation 
generally at the beginning of the fiscal year and they immediately 
start operation. 

(Discussion off the record.) 

(Chart No. IX follows:) 
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APPLICATION OF GOOD MANAGEMENT TECHNIQUES 





Mr. Spracue. Now, we were able to effect this reduction of $509 
million generally by applying these techniques which involve the use 
of good management principles to the program through better plan- 
ning, which means making maximum use of the country’s capabilities, 
Better screening of the programs through the establishment of regional 
priorities, and on this basis obtain the data as to the usage rates and 
better funding through limiting the required lead time and by better 
administration through coordinated instructions issued from Washing. 
ton and better production planning with the services. 


MAXIMUM USE OF CAPABILITIES 





Senator Dirksen. What was involved in the first of those, Mr, 
Sprague, the maximum use of the country’s capability? Precisely 
what did you do there? 

Mr. Spracuer. Going back to what we started off with, the JCS 
force levels. The JCS establish what they think will be desirable 
force levels for the country. The MAAG takes those and tries to work 
out the items which are needed to fit into that force level. 

Up until this last year there was not any real assessment made 
here or by the MAAGS—or there was an assessment but it was not 
as effective as it is now in terms of whether the country has the 
capability to absorb that much equipment and training in a given 
year. By detailed determination of what they can absorb, which we 
are now applying to the program, we have found that they were able 
to take more or perhaps not equipped to take as much as initially 
programed for them. 

By this procedure we were able to cut down the program for fiscal 
1957 to a realistic amount for particular countries. 


MAINTENANCE OF EQUIPMENT 


Senator ELLENDER. Mr. Sprague, are you finding it difficult to get 
some of the countries to maintain this equipment? 

Mr. Spracue. I think it is fair to say that some of the countries 
do have trouble maintaining the equipment. 

Senator ELuenpER. I reported to Mr. Wilson that the host coun- 
tries were not exactly doing their share according to agreed terms. 

Mr. Spracue. I do not think there is any question but what some 
countries have had difficulty miaintiining the equipment which they 
have gotten, largely because of a lack of trained and experienced 
personnel. Part of our training program is designed to increase their 
capability to maintain equipment. 

Senator ELtenpeR. Not only that, but they were incapable of doing 
it as they put it to our representatives abroad, because of lack of 
finances. 

In other words, the program first outlined was a little too ambitious. 

Mr. Spraacue. I think that has been the case and we are making 
every effort to improve that. That is one reason why we were able 
to cut down this program, due to the very things you have mentioned. 
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LAST YEAR'S APPROPRIATION FOR MILITARY ASSISTANCE 






Senator ELLENDER. That is why I tried to make a reduction in 1956. 
Last year on the Senate floor I tried to cut the appropriation by $275 
million and lost by 4 votes. Now you folks voluntarily cut it by 
$500 million. 

You ought to give some of us a little credit for anticipating you. 

Mr. Spracus. We followed the example which you set, sir. 

Senator ELLeENpER. Good. Im glad you did. 

Senator Dirksen. I do not want to let the record stand quite in 
that phase. After all, we are dealing here with a long time factor. 
Who shall say what eventualities could have developed in that time 
or where the program might have bogged down somewhere at the $500 
million might have been used. . I do not think you ever know. 

If you operate on a cushion that is entirely too thin, then, of course, 
you have nothing with which to work unless you come back here and 
represent the case all over again and say, “Look, here is a situation 
we did not foresee.”’ 

But I do believe that the administering authorities deserve some 
credit for having improved the efficiency of the program. 

They said— 



























Look, here is the 30th of June, this $500 million goes back in the Treasury and 
we want you to know why. 

Senator ExLenpreR. The reasons why were the same reasons I ad- 
vanced last year when we tried to cut it back, the cushion was a little 
too thick in my humble judgment. 





APPLICATION 





OF TRAINING PROGRAM IN VIETNAM 


Senator Dirksen. It could be, but here is another factor that 
occurs to me. You were out in Vietnam. I suppose you saw the 
forces out there. 

Senator ELLenpeR. Yes. 

Senator Dirksen. I can readily imagine the consternation if you 
pick a boy out of the jungles, 18 or 19 years old, put him in the Army 
and in a uniform and let him for the first time see an antiaircraft gun 
or piece of field artillery. It would be absolutely Greek to him. 

Senator ELLENDER. That is why I say they are trying to do too 
much there in a short period of time. It takes time to develop this 
and the program was too far advanced for them. That would apply 
to the South Vietnam. That is why I said we could have curtailed 
it to some extent and obtained better results. 

Senator Dirksen. I just want to comment on that. 

When I went into the Army, in the field artillery, we did not even 
have a fieldpiece. We mounted a pine log and a pair of wheels. We 
did not even have a horse. We took instructions on saddle and 
blanket without any horses around. 

But I discovered I had to do it all over again the second time and 
then when I went to France I had to do it the third time. 

You cannot tell me that is efficient. 

But you get the stuff out there, they know what they are going to 
have to deal with. It may take a little longer, but I think in terms 
of dollar expenditure, probably tle program that they did follow was 


on the economic side even though it might not have appeared to us 
at the time. 
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Senator Ettenpver. The point that I made 8 months ago and the 
point that I repeated over the last 2 or 3 years, is that most of these 
programs were far beyond the mental capacity of the people and 
far beyond their economic capacity. In other words we have given 
too much, too fast. 

Senator Dirksen. Would it have been better to cut out a log out of 
a rubber plantation and put it on wheels and say, ‘‘Look, a year from 
now after you have gone through all these motions we are going to 
give you a piece of equipment.”’ 

Senator Tayrx. Mr. Chairman, I was up in the north region of 
Vietnam in 1953 and I was down in Saigon. At that particular time 
I was not at all hopeful that we would hold much of Vietnam and 
Indochina. 

If we had failed by not having the equipment there and the southern 
sector of Vietnam had fallen, we would be in a most precarious position 
in that section of the world today. 

And if we had a few rore million dollars in this program than was 
obligated or used I think it was good judgment, good wisdom, on the 
part of Congress to have made the funds available and it certainly 
was good administrative caution you did not spend the money and it 
was here as a surplus and is before us as 9. surplus today. 

So I am very happy that we have progressed as well in our world 
defense as we have and that we are today secure and that we are not 
actually shedding the blood of the American youth anywhere on the 
battlefield. 

Senator ELLeNpeEr. I will not argue with my good friend from 
Minnesota. 

There have been some improvements, Senator, but that could have 
been done much cheaper. That is what I am talking about. 

You have had people out there who in my opinion are trying to 
improve Southeast Asia to our own standards overnight. Of course, 
that is ridiculous. 

Mr. Spracue. Mr. Chairman, I would like to say that the tech- 
niques which were used in effectuating the savings which I men- 
tioned were the same techniques which were applied to the making 
up of the 1958 program. 

We feel very sincerely that this program is a solid program. 

On the other hand, as Mr. Quarles said the other dav, if we find as 
we go along that we can save any money out of the 1958 program, we 
will certainly come back to the Congress and report it to you as we 
have been doing in connection with the 1957 program. 

(Chart No. X follows:) 
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BREAKDOWN OF PROGRAM EXPENDITURES 


Now, this particular program involves $900 million for force im. 
provement such as ships, modern weapons; $980 million for foree 
maintenance such as spare parts, rehabilitation of equipment, con- 
sumables; $345 million for administrative and packing and handling 
charges, and the intrastructure program, where on a multilateral 
basis the United States is contributing roughly between 35 and 40 
percent. In NATO, to the extension of the early warning system 
and the NATO operated airfield system and the mutual weapons 
development program, which is also operated on a multilateral basis, 
whereby the scientific talent of Europe, with some help from us, is 
developing modern weapons which we hope the European countries, 
primarily Germany, France, United Kingdom, and Italy, will be able 
to produce in their own defense plants. 


LOAN FUND 


The figure of $175 million is called a loan fund. Many countries 
which would like to purchase weapons from us for cash are not able 
to make the full payment the first vear. 

So what we have envisaged here is a sort of installment plan whereby 
they would make a downpayment and in the period of 3 years com- 
plete the payment of the equipment which they purchased in hard 
currencies and at the interest rate on the unpaid balance of 4 percent. 

We think that this program has possibilities in terms of making it 
possible for our friends to buy more equipment from us over the years 
instead of our having to give it to them in the form of grant aid. 

Senator ELuenperR. Mr. Chairman, | presume we will be able to 
get the details of how this money that Mr. Sprague is speaking of will 
be spent and where it will be spent? 

Mr. Spracur. We can give you the details of how we propose to 
operate. We will spend it wherever they will buy. 

Senator ELLeENpER. I do not mean that 175. I am talking about 
the grants. 

Mr. Spracvue. Yes, sir; you will have the complete breakdown on 
it later on country by country. 

I think it is worth pointing out that 85 percent of that money is 
spent in the United States and, therefore, goes back into the civilian 
economy. 

OFFSHORE PROCUREMENT PROGRAM 


Senator ELLENDER. Also, the offshore procurement. 

Mr. Spracus. There is very little offshore procurement. 

Senator ELtenprR. You have spent about $3 billion. 

Mr. Spracvue. It was a very substantial program several years ago, 
but it is phased down. 

Senator ELtenper. Will you give us the amount of offshore pro- 
curement you have had to date, where that money was spent, and 
how much vou have left to carry on the program, please? 

Mr. SpraGue. Yes, sir. 

(The information being classified, has been filed with the Committee.) 

Senator Dirksen. Mr. Sprague, before vou leave that subject, 
would you care to make a little comment on the rather scary headlines 
that have appeared in the press recently with respect to alleged collu- 
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sion and corruption, misuse of funds in the offshore ‘procurement 
program ? é 

Senator ELtenper. I have that in my questions, Senator. I am 
glad you brought it up. 

Senator Dirksen. Here is the way they dress it up: 

Foreign aid gyp raises $200 billion: 

House furor mounting; Representative Passman says: “Rotten to the core.’’ 

Mr. Spracue. Senator, is that based on the report sir, that GAO 

ut out to the effect? I wrote to Mr. Gordon, the House chairman 
of the Foreign Affairs Committee, in response to a letter from him 
stating that so far as we were concerned over in Defense, we had never 
heard of such a report and never had seen it. 

I believe subsequently, at Jeast it was reported in the papers, that 
Mr. Campbell, wrote a letter stating the same thing, that they did 
not have such a report. 

Senator Dirksen. There is such a report because we have it in the 
files and I examined it yesterday. It is marked secret and confidential 
and classified. 

Senator ELLENDER. You mean to say that was not delivered to you? 

Colonel Crirz. Yes, sir; we have the report. If you will recall, 
our comments regarding the report were that we have replied in every 
instance on all of the particular problem areas which the General 
Accounting Office has presented to us and we are continuing to report 
on them each time that one of these instances is brought to our at- 
tention. 

Mr. Spracusn. My letter related only to the newspaper article 
which indicated that foreign government officials have profited out 
of the offshore procurement. ‘That is the part I indicated we had no 
information about. 

Senator ELLENDER. How about the corporations that are entirely 
owned by the Government? Did you find any profiteering there? 

Mr. Spracus. I am sure that some of the companies which have 
received offshore procurement money are Government-owned corpo- 
rations. The fact that they are Government-owned does not indicate, 
however, that the officials of the Government profited. 


EXCERPT FROM GAO REPORT 


Senator ELLENDER. The fact is that we made this money available 
to them out of our own Treasury. It was to be used by them without 
any profit whatever to the host government. 

GAO report states, on page 15: 

A review of offshore procurement contracts ordered by the Signal Division dis- 
closed that the unit prices of certain items being produced under the two contracts 
in the United Kingdom included substantial Government-owned tools, patent 


royalty and development charges which the contractor was obliged to reimburse to 
Her Majesty’s Government. 


INVESTIGATION OF OFFSHORE PROCUREMENT PROFITS 


Mr. Spracuse. We have a full-time lawyer who was hired about a 
year and a half ago, located in Paris, and he is charged with the 
responsibility of negotiating with each of these countries in Europe 
with which we had offshore procurement contracts to ascertain the 
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figures and the principles upon which we could determine the extent 
of profits which have been received. 

In each case in which there have been we are planning to get those 
back on a reimbursable basis to the United States Treasury. 

A very long and arduous negotiation has been taking place ip 
Italy. The United Kingdom, France, Belgium, Holland—I don’t 
think Germany. 

Senator ELLENDER. Norway? 

Mr. Spracug. Norway. I think he is making substantial progress, 
I believe by the next session of Congress we will be able to make 
a full report. 

Senator ELLeNpeER. It would be almost a miracle if you did not 
find a few cases of profiteering. 

Mr. Spraave. I will agree with that. 

Senator E.tenper. I do not think there is any doubt about it, 
I am not trving to blame anyone. However, it does seem to me that 
the Governments we are assisting ought to be more appreciative, 
It is unconscionable for them to profiteer out of our charity. 

Mr. Spracue. I agree with you, sir. I want you to know that our 
office is making a very concerted effort to obtain any reimbursement 
for any profit that might be received in the negotiations. 


LETTERS TO HOUSE FOREIGN AFFAIRS COMMITTEE 


Senator Dirksen. In order that the hearings may be complete, I 
would ask the chairman at this point in the record if we may insert 
the letter that Mr. Sprague wrote to the chairman of the House 
Committee on Foreign Affairs on July 16, 1957. 

Chairman Haypen. That may be done. 

Senator Dirksen. And that we also insert at this point the letter 
written by the Comptroller General to the chairman of the House 
Committee on Foreign Affairs on July 17. 

(The letters referred to follow:) 


AssIsTANT SECRETARY OF DEFENSE, 


Washington, D. C., July 16, 1957. 
Hon. Tuomas 8. Gorpon, 


Chairman, Foreign Affairs Committee, 
House of Representatives. 

Dear Mr. Gorpon: My attention has been called to a story on page A8 of 
today’s Washington Post and Times Herald by Edwin A. Lahey of the Chicago 
Daily News Service. Mr. Lahey states in this story that, according to report 
prepared by the General Accounting Office which has been classified as secret 
by the Department of Defense, “foreign politicians have enriched themselves 
personally in the offshore procurement program of the Defense Department.” 

The Department of Defense has never been furnished a report by the General 
Accounting Office which contains those charges. Having never received any 
such report from the General Accounting Office, it is obvious that the Department 
could not have classified it as secret. 

If the General Accounting Office had any information supporting the charges 
alleged by Mr. Lahey, the Department would, of course, wish to receive such 
information in order to conduct a complete investigation. The Department 
does not have such information, and insofar as we are aware the report described 
by Mr. Lahey is nonexistent. 

Sincerely yours, 
MANSFILED D. SPRAGUE, 
Assistant Secretary of Defense (ISA). 
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CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., July 17, 1957. 
Hon. THomas S. Gorpon, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 


Deak Mr. CuarrMan: In response to your request of July 16, 1957, we wish 
to advise that we already have forwarded to your committee a classified report 
covering profits on offshore procurement in Europe. 

We are forwarding today by separate transmittal additional classified reports 
on the following: 

1. Procurement of 90-millimeter antiaircraft ammunition from the Ministry of 
Supply, United Kingdom (B—125043). 

2., Procurement of 155-millimeter ammunition as a completed round by Ord- 
nance Procurement Center, Sandhofen, Germany (B—125048 and B-—125316). 

We have several other reports on offshore procurement in process. These 
reports will be forwarded to you as soon as they are completed and authority to 
release any Classified data included therein is secured from the Department of 
Defense. 

Our reviews of the offshore procurement program in Europe, and the reports 
which we have prepared as a result of these reviews, have not disclosed any valid 
evidence of personal enrichment of foreign politicians, profiteering by foreign 
government-owned corporations, payment of “‘kickbacks” or the use of dummy 
corporations. 

Sincerely yours, 
JosppH CAMPBELL, 
Comptroller General of the United States. 


LETTER FROM COMPTROLLER GENERAL 


Senator Dirksen. Now, the one significant paragraph I see in this 
letter from the Comptroller General to the chairman of the Foreign 
Affairs Committee of the House is this: He says: 


Reviews of the offshore procurement program in Europe, and the reports which 
we have prepared as a result of these reviews, have not disclosed any valid 
evidence of personal enrichment of foreign politicians, profiteering by foreign- 
owned corporations, payment of “‘kickbacks’’ or the use of dummy corporations. 

Now, I noticed the Comptroller’s letter refers to 2 procurement 
contracts on 90-millimeter antiaircraft ammunition and 155-millimeter 
howitzer ammunition. 

Now, whether or not there are other reports, I do not know. I 
think if there are and you have knowledge of them and it is possible 
to summarize for the committee without disclosing any material thing 
and violating the secrecy order, that it ought to be inserted in the 
record. 

Frankly, there has to be some kind of answer to that kind of propa- 
ganda. ‘The Chicago Daily News is a reliable and reputable paper 
and Ed Lahey, a man I have know for a long time, is one of their 
topflight reporters. You can imagine inundation of mail on this to 
which they have attached this, saying: 

Evidently you are not paying attention to the Appropriations Committee 
business and it should be looked into. 

Mr. Spracue. We will look into that, sir. 

(Chart No. XT follows:) 
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SIGNIFICANCE OF MILITARY ASSISTANCE PROGRAM 


Mr. Spracuer. This is the Communist world in 1945, the red. 
Between 1945 and 1950 China and the satellite countries of Eastern 
Europe were added to the Soviet bloc. Since 1950, when the military 
assistance program started, only two dots on the map have been 
added to the Communist orbit. One is Tibet, which was substan- 
tially infiltrated by Communists after World War II, and North 
Vietnam as a result of the armistice agreement signed in 1953. 

The significance of the military assistance program in terms of 
effectiveness has been that there has been no substantial inroads made 
in the free world or into any part of the neutralist world by the Com- 
munist bloc since the program was instituted. 

(Chart No. XIT follows: ) 
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SUMMARY OF PROGRAM OBJECTIVES 























Mr. SpraGve. In summing up, gentlemen, the program is designed 
to protect our overseas bases, to protect our collective security agree- 
ments, to safeguard critical materials required in our economy, to 
build up the military strength of our allies, and to modernize forces at 
the least. possible cost to the United States and, therefore, the military 
assistance program for 1958 requests new obligation authority of $1.9 
billion and reappropriation of $500 million, which was reduced 
from the original request for new authority. 

I think these charts and the report of what the program has accom- 
plished indicate very clearly that the military assistance program is a 
part of our own defense effort. 
git not only increases the capability of our allies to defend them- 
selves and to help defend us in terms of mutual security agreement, 
which exists, but it increases the will and the capability of their people 
to resist in the event either of an all-out-war or limited war. 

In my opinion any substantial reduction of this program will 
increase the threat of world war III, and will react in a very 
serious Way against the security of the United States. 
Chairman Haypen. Are there any further questions? 


PIPELINE OF MILITARY ASSISTANCE 





















Senator ELLENDER. Mr. Sprague, previously I asked you to make a 
comparison of the pipeline of military assistance with our regular 
military appropriation. You say there was little or no difference 
except that we strived to help ourselves first. 

Mr. Spracue. That is correct. 

Senator ELLteENpeR. That is the only difference? It is all handled 
in the same way? 
Mr. Spracve. That is right. 


TOTAL UNOBLIGATED FUNDS 







Senator ELLENpER. Now, Mr. Sprague, I understood a while ago 
that the unobligated funds that have not been spent will amount to 
$4.1 or $4.2 billions. 

Mr. Spracue. Something—going into fiscal year 1959, it would be 
$4 billion. I have to strike off $100 million because we actually spent 
2.3 rather than 2.2 billion in fiscal 1957. 

Senator ELLenpER. Now, would you. be able to point out to us 
what is the status of those orders? Why the delay? 

Mr. Spracue. In the balance of the presentation of it, that will be 
laid out dollar for dollar, country for country. 


REPROGRAMING 









Senator ELLENpDER. Another question I would like to ask is this: 
Is it not true that this $4.1 billion can be reprogramed in what- 
ever way the military decides? 

Mr. Spraaue. No, sir; that is not true. 

Senator ELLENDER. Will you explain that to us? 
I understood it could. 
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Mr. Spraaue. Actually, the part that is in the pipeline is already 
committed for definite items which have been ordered and the funds 
reserved against deliveries. 

Senator ELuenperR. It can be canceled out? 

Mr. Spracus. It has been canceled in the past; yes, sir. 

Senator ELttenper. Will you be able to furnish us with how much 
of that $4.1 billion is really firm and cannot be diverted except to the 
country to which it is to be delivered? 

Mr. Spracusr. We can break that down. 

Senator ELtenpER. And what part of it is not? 

Mr. SpraGup. Yes, sir. 

Senator ELtenprer. And what part of this 4.1 can be reprogramed? 

Mr. Spracue. I don’t think, though, Senator, we can assume that 
any part of that can be canceled without seriously detracting from the 
military-assistance program. 

Senator ELLENDER. You have done it in the past? 


REPROGRAMING OF SPARE PARTS PROGRAM 


Mr. Spracus. We did it, for instance, last year in the case of spare 
parts because, as a result of applying these new techniques that we 
have developed, we have found that we had actually programed more 
in spare parts than were required. 

So we canceled out those to get a more realistic figure and applied 
the funds to the fiscal 1957 program for other things which we found 
were more needed. 

(The information requested appears on page 550.) 


ACTIVE OR RESERVE DIVISIONS 


Senator ELLENDER. Mr. Sprague, here is something I would like 
to have you explain and we might get a little breakdown as to whether 
or not this money, this equipment, is being spent for active divisions 
or reserves. 

For instance, I found that in Belgium we had actually supplied 
military equipment for all of the reserves and that this equipment 
is now being kept in Belgium and is used from 30 to 60 days every 2 
vears. 

Mr. Spracus. I think in the overwhelming majority of cases the 
equipment has been furnished for active forces. 

Senator ELLENDER. I found the same conditions prevailed in Holland. 

Mr. Sprague. Yes, sir; that is probably true. But I think you 
would find that that equipment is excess to the United States and 
has been replaced in the United States by more modern equipment. 

And if it is not used somewhere it won’t be used at all. It is better 
to use it for 30 to 60 days for reserve training rather than have it in 
a warehouse. 
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TOOLS AND EQUIPMENT IN UNITED KINGDOM 


Senator ELLeNDER. You had fairly modern tools and equipment in 
the United Kingdom. I saw stacks of it which if piled together would 
be as big as the Senate Office Building. What is being done with 
this surplus equipment? 

I think this committee ought to find out what will be done with 
this discarded equipment. 

Mr. Spracue. I think we can get that for the record. 

(The information requested appears on page 551.) 


DISPOSAL OF SURPLUS EQUIPMENT 


Senator ELLENpDER. Here is something else I would like you to look 
up. Whenever the equipment is charged once it is then given to 
another country without charge. It is not, in other words, charged 
twice. I am wondering about the extent to which any of the funds 


that are now being appropriated will be used to replace this equip- 
ment. 


Mr. Spracur. We can obtain that. 

Senator ELLENpDER. Did you get the point I am trying to make out? 

Mr. Spracue. Yes, sir; where the military service discards the 
equipment excess. 

Senator ELLENDER. And it is used in one country and then sent 
to another country. 

Mr. Spracusr. There is a certain amount of that; yes, sir. 

Senator ELLENDER. I| would like you to go into a little detail about 
that and find out the extent to which that is done and then in turn the 
extent to which the money we are now appropriating is used not to 
supply equipment, but to replenish our own stocks here in the United 
States. 

Mr. Spracue. Yes, sir; we can get you the figures. Of course, 
if it were not made available to our allies it would not be used at 
all. So it seems to us sensible to use it rather than to have it sitting 
in a warehouse where nobody would ever use it. 

Senator ELLENDER. But when you stop to consider the fact that 
you have to maintain it, move it about, and to pay all the expenses, 
that amounts to a nice piece of money. 

(The information requested appears on p. 551.) 


USE OF EQUIPMENT 


Senator Dirksen. Let me raise one question. Is it so unusual 
after all to use equipment for, say, a 30- or 40-day period in a year? 

It seems to me it depends on what you mean by the word “use.” 
If you are going to do work on a target range with 75 millimeter field- 
pieces, I cannot imagine that in a training course, you would send 
them out there more than a week in a 3-month period. 

After all you are going to burn up a lot of ammunition. The rest 
of the time they are assembling and disassembling the fieldpiece, 
learning to know more about it. 


There is probably indoor training. You would not call that use, 
certainly. 
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But 4 weeks a year on a target range would be a pretty decent use, 

Senator ELLenpER. The burden of my complaint was that we fur- 
nished these Reserve divisions with full equipment, full regalia, 
when probably half of that equipment would have done the job for 
training purposes. 

Senator Dirksen. They would become active if they were needed 
and then would be ready. 

Senator ELLENDER. I know, but those people are very much dis- 
satisfied with the old equipment they receive, even though it is used 
only for training purposes. 

Chairman Haypen. If there are no further questions, we thank you, 
sir, for your appearance. 

We will meet at 10:30 tomorrow morning here to hear the Under 
Secretary of State, Mr. Dillon. 

(Thereupon, at 12:20 p. m., Tuesday, July 23, 1957, the committee 
was recessed, to reconvene at 10:30 a. m., Wednesday, July 24, 1957.) 
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WEDNESDAY, JULY 24, 1957 


Unirep Srates SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The committee met at 10:50 a. m., pursuant to recess, in room F-37, 
the Capitol, Hon. Carl Hayden (chairman of the committee) presiding. 

Present: Chairman Hayden, Senators Chavez, Ellender, Robertson, 
Holland, Stennis, Saltonstall, Thye, Mundt, Smith, Dworshak, and 
Dirksen. 


INTERNATIONAL COOPERATION ADMINISTRATION 
DEPARTMENT OF STATE 
DEVELOPMENT LOAN FUND 


STATEMENTS OF HON. C. DOUGLAS DILLON, DEPUTY UNDER 
SECRETARY OF STATE FOR ECONOMIC AFFAIRS, AND J. E. 
MURPHY, CONTROLLER, INTERNATIONAL COOPERATION AD- 
MINISTRATION 


LATIN AMERICAN DEVELOPMENT FUND 
LETTER FROM SENATOR SMATHERS 


Chairman Haypren. The committee will be in order. 

Senator Smathers, of Florida, has written to the committee urging 
approval of an appropriation of $25 million for an economic develop- 
ment fund for the Latin-American countries. 

An authorization for this amount was approved by the Senate and 
the House in the pending authorization bill. Without objections the 
letter from Senator Smathers will be inserted into the record. 

(The letter referred to follows: ) 


Unitrep States SENATE, 
CoMMITTEE ON FINANCE, 
July 17, 1957. 
Hon. Cart HaypeEn, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 


Dear Mr. CHarRMAN: Last year, you will recall that I proposed an amend- 
ment to the mutual security authorization bill providing a $15 million economic 
development fund for Latin America. This amendment was unanimously adopted 
by both Houses of the Congress. Its purpose was to set up a fund which could 
be utilized to assist Latin American Republics in the vital basic fields of health, 
education, sanitation and land resettlement. The amendment carried with it a 
proviso which required that 75 percent of the moneys utilized be on a loan basis. 

Your committee, at that time, obviously saw the merit of the amendment and 
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appropriated the sum of $15 million to be utilized for the purposes indicated 
above, and again the Congress approved this action. 

The moneys appropriated by the Congress for this purpose have been allocated 
in the following manner: 

Two grants totaling $2 million have been made. One was in the amount of 
$500,000 to the Organization of American States for agricultural research, and 
the other totaling $144 million went to the Pan-American Sanitary Bureau to be 
used in the battle to eradicate dreaded malaria from the hemisphere. 

Panama was granted a loan of $2 million for the construction of water and 
sewage works in the city of Panama. It has agreed to repay the loan in 20 years 
with 3 percent interest, 

Costa Rica received a loan of $2 million, payable on the same terms as the one 
to Panama. The money will be utilized by Costa Rica to rejuvenate the children’s 
hospital in San Jose. 

A loan of $850,000 was made to Chile to help seven Chilean universities estab- 
lish a central library and equip their laboratories for the training of vouth in the 
technical and scientific field. 

Peru received a loan of $2 million to be used to open up for settlement rich 
agricultural lands. 

Ecuador received a loan of $2 million for financing a land resettlement project, 

Paraguay received a loan of $1 million for agricultural and industrial develop- 
ment. 

In addition a loan to Honduras was approved in the amount of $3 million for 
water and sewage systems and for area development for resettlement. 

Thus, $14,850,000 has already been allocated primarily to 7 Latin American 
countries from the $15 million available without satisfying the necessary needs 
of other Latin American Republics which have equally meritorious projects. 

I believe that one of the greatest mistakes in the foreign aid program is that we 
often look at Latin America as a whole, rather than as 20 individual Latin Ameri- 
can Republics, each with its own independent and distinct problems. Generally 
speaking, out of last year’s appropriation under this fund the major benefits went 
to only seven Latin American countries. Despite this fact, the response from 
our Latin American friends, as well as from the United States, indicates that the 
value of the good will engendered in our relations with this area is inestimable. 

This program, chiefly predicated on a loan basis, has just been started. Asa 
matter of fact, most of the loans were made during the month of May of this year. 
It is a program which the Congress should continue. It is a program where the 
benefits will inure not only to the various Latin American Republies but to the 
United States as well. Many of the Republics need our help in these basic under 
takings of projects to promote health, education, sanitation and land resettlement. 
Latin America, from the standpoint of trade, strategy and raw materials is of 
extreme importance to the United States. The United States is equally of value 
to that area. Today, Latin America is suffering from political and economic 
instability and, unless we assist them in their hour of need, we must be prepared 
to suffer the consequences. 

Realizing the importance of the continuation of this program to promote 
maximum good will between the United States and Latin America, I again intro- 
duced an amendment to the mutual security authorization bill this year. The 
amendment was substantially the same, except for the fact that the amount was 
increased to $25 million and the loan aspect was changed to provide that 9 
percent, instead of 75 percent of the money be utilized on a loan basis. This 
amendment, which is section 400 (b) of S. 2130, was unanimously adopted by 
the Senate Foreign Relations Committee and the Senate. It is my understanding 
that the Foreign Relations Committee of the House also approved this amend- 
ment. As you know, the foreign aid authorization bill is now the pending order 
of business of the House, and I feel quite confident that the amendment as passed 
by the Senate will be approved over there also. 

* * * * * * * 

I cannot emphasize too strongly that this program is no handout. It is predi- 
cated primarily on a loan basis. I have confidence in the credit of our Latin 
American neighbors. It is money which I feel will be repaid, not only in the 
principal amount of the loans made with interest, but such repayment will carry 
with it other valuable considerations such as increased trade and the further 
strengthening of our national defense in the Western Hemisphere. Latin Amerita 
has long cried out for a program of this nature—a program which can and doe 
maintain the self-respect of its people. The area as a whole, as well as 
Republic, desires a little individual attention, without being grouped with other 
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countries of the world. The program authorized by the amendment, in my 
opinion, achieves this goal and gives to our good neighbors to the south due and 
just recognition in the foreign aid program. 

An appropriation of $25 million for this economic development fund is, in my 
opinion, a sound investment in the future economic well-being of the United 
States and the Western Hemisphere. 

For the reasons which I have indicated herein I feel confident that you and each 
member of the Senate Appropriations Committee will look with favor on recom- 
mending an appropriation of the full amount of the authorization contained in 
the mutual security authorization bill for this purpose. 

With kindest regards, I am 

Sincerely yours, 
GrorGeE Smatuers, United States Senator. 


PREPARED STATEMENT 


Chairman Haypren. Now, Mr. Secretary, we will be pleased to 
hear from you. 


Mr. Ditton. Mr. Chairman, I have a short statement here that 
I would like to start with. 
(The statement referred to follows:) 


STATEMENT OF C. Dovucias Ditton, Deputy UNDER SECRETARY OF STATE FOR 
Economic AFFAIRS 


Mr. Chairman, I would like to talk today about the proposed development loan 
fund. I believe that Mr. Hollister has given you a good account of what the 
fund is and how it would operate. I would like to concentrate on three questions: 

(1) The fund’s importance to our foreign policy. 

(2) The fund’s need for capital for a minimum period of 3 years. The Senate 
bill provides for this long-term capital: It authorizes an appropriation for fiscal 
year 1958 and borrowing authority for fiscal year 1959 and 1960. The House 
bill authorizes only the initial appropriation. 

(3) The amounts which are being requested for the fund: The Senate bill calls 
for $500 million for the fiscal year 1958 and $750 million for each of the next 
2 fiscal years. These are the amounts that we believe are required. The House 
bill provides only $500 million for fiscal year 1958. 


[ 


First, as to the fund’s foreign policy importance. The less-developed countries 
are now the central battlefield in the struggle between freedom and international 
communism. 

The Soviet leaders have recognized that the future of the world is bound up 
in the decision that will be made by these peoples. The Communist bloc is 
making an all-out effort, including substantial financial assistance, to persuade 
them that only through communism can rapid economic growth be achieved. 

These countries are now trying to achieve that growth in freedom. If they do 
not succeed, their discontented peoples will be all too likely to turn to extremist 
leaders, who will favor communism—or something like it—as the solution to their 
countries’ problems. 

To carry development forward, these countries need help. The sums which 
they need and can use effectively are limited, however. Their investment 
programs are smail, and even a modest amount of outside financing can spell 
the difference between their success and failure. 

The development loan fund is designed to provide that financing on a more 
business-like basis, using procedures comparable to those of the Export-Import 
Bank and the World Bank. 

Its operation will ensure that the limited sums we can devote to development 
have a maximum effect. 

lis creation will help to convince the less developed countries that growth can 

achieved through democratic methods and in association with the free world. 

e, therefore, believe that the development loan fund can be a vital instrument 
nthe crucial struggle which is now going on between the United States and 
international communism to determine the future of the billion free people of 
Asia and Africa. 
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II 


To achieve its basic purpose, however, the fund must be more than a ch 
in name: It must represent a real shift to the procedures which are best suited 
to the financing of economic development. 

During the past year, numerous studies of the mutual-security program were 
conducted—for the Congress, for the executive branch, and by outstandj 
private groups. Virtually without exception, these studies concluded that pres 
ent annual procedures were a wasteful and ineffective method of financing g 
long-term process like development. 

There are several reasons for this conclusion: 

(1) Under present procedures, the United States cannot plan ahead for the 
most effective use of its financing as any sound enterprise should. Imagine how 
hard it would be to run a business efficiently if you could never assume that you 
would have funds more than 12 months ahead. Well, that is the position in 
which annual appropriations place the people who are in charge of our develop- 
ment financing. 

(2) Present annual procedures make it more difficult to stimulate the receiving 
countries to effective self-help. These countries are reluctant to mobilize their 
resources for needed long-term programs if they cannot be sure that necessary 
outside help will be available over a period of years. They tend rather to use 
our help for short-term purposes, which are not fully effective in attacking a 
long-term process like economic growth. 

(3) We want our development financing to be provided in such a way as to 
increase the flow of private investment and of loans by existing lending agencies 
to less-developed areas. We want to work closely with private investors and with 
the Export-Import Bank and World Bank to this end. This requires, however, 
that we be able to offer these other financing sources convincing assurance that 
we will see our part of the task through to completion. Failing this, they will 
be as reluctant to work with us on a long-term basis as you and I would be to 
work with a private bank if we did not know whether it would be in business 
from year to year. We cannot give these other financing sources the needed 
assurance of continuity under present procedures. 

(4) So long as our development programs are financed through annual appro- 
priations, we have to justify those appropriations through illustrative country 
programs. Such programs show how much money we expect to spend in different 
countries during the coming fiscal year. They have to be drawn up a long time 
beforehand, and they do not necessarily correspond to the best use of the money 
when the time comes around. The receiving countries generally learn of these 
advance allocations. If we then wish to change the allocations, we must face 
serious difficulties in our relations with these countries. In addition, these 
advance allocations reduce the receiving countries’ incentive to self-help, by 
leading them to believe that they can count on the money, regardless of how well 
they perform. 

If we wish to make the most business-like use of our aid, it is essential that we 
allocate it on the basis of individual projects that we find worthwhile, and not on 
the basis of country totals. To do this, we must break away from the illustrative 
country program approach inherent in present annual procedures. We must 
somehow obtain convincing assurance of future resources, such as the Export- 
Import Bank now enjoys. 

We could not gain this assurance through an authorization for future appro- 
priations. This would give neither the manager of the fund, nor the borrowing 
countries, nor prospective investment partners any assurance that adequate 
amounts—or, indeed, any amounts at all—would be added to the fund’s capital in 
future years. It would throw us back into dependence on annual appropriations, 
with all the defects that I have described. 

To gain the needed assurance of future resources, we believe that it is necessary 
to capitalize the fund with an initial appropriation for the fiscal year 1958 and 
with borrowing authority for the fiscal years 1959 and 1960. 

Borrowing authority has been used to capitalize virtually all governmental 
lending agencies: The World Bank, its subsidiary the International Finance Cor- 
poration, the Export-Import Bank, various farm credit agencies, the RFC, and 
the Small Business Administration. 

Many of these agencies were—like the fund—thought of as high-risk operations 
when they were first undertaken. This is because they were—like the fund— 
intended to provide loans that could not be secured from existing institutions. 

These agencies’ loans contributed, however, to increased production. As 
result of this increased production, their loans were eventually repaid in useful 
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resources. I believe that this will also be the experience of the development loan 
fund. 

The proposed legislation specifically states that ‘‘loans shall be made from the 
fund only on the basis of firm commitments by the borrowers to make repayments 
and upon a finding that there are reasonable prospects of such repayments.” The 
executive branch will fulfill this requirement. Experience with the large volume 
of loans which has already been made by the ICA and its predecessor agencies is 
encouraging: Over $2 billion worth of loans have been made since the Marshall 
plan began, and there has been only one default. 

I believe that the fund’s repayments will be useful to the United States. Some 
repayments will be made in dollars, which will be freely usable by the United 
States. Other loans will be repaid in local currency, which can be used in three 
ways: 

First, to finance local United States operations in the country concerned. This 
will save dollars which the United States would otherwise have to spend to 
finance these uses. 

Second, for relending to the borrowing country. This will sometimes help to 
meet serious local fiscal problems, although it will not, of course, meet the borrowing 
country’s need for foreign exchange. 

Third, to remove from the borrowing country resources that are of value 
to the United States or to other less developed countries. This could only be 
done in cases where it would not injure the borrowing country. But we would 
expect such cases to multiply over time. For the fund’s operations should result in 
more rapid development in the borrowing countries. And, in the long run, this 
development should permit the United States to use their local currencies to buy 
their goods for export. 

The proposed use of borrowing authority will not impair congressional control. 
We have specifically drafted the bill so as to insure that this control would be 
continuing and effective in five separate respects. 

One: The Congress would be provided with full and current information about 
the fund’s activities. The bill requires semiannual reports to the Congress on fund 
activities, and it also requires that reports on any particular transaction be made 
to the Foreign Affairs, Foreign Relations, and Appropriations Committees upon 
the request of the chairman. Furthermore, the executive branch will appear 
before the authorizing committees each year in support of other phases of the 
mutual security program and will, at that time, give a full report on the fund’s 
activities. 

Two: If the authorizing committees conclude from this information that the 
fund is not operating satisfactorily, they can at any time recommend legislation 
to curtail its operations or to eliminate them entirely. 

Three: Under the proposed bill, the fund must submit each year the business- 
type budget called for in the Government Corporation Control Act. That 
budget will be referred to the Appropriation Committees. It will set forth the 
prospective use of the fund’s resources for the next fiscal year. The Government 
Corporation Control Act says specifically that the Congress can limit the use of 
the fund’s resources for both administrative and operating expenses. 

Section 104 (c) of that act says: “The budget programs transmitted by the 
President to the Congress shall be considered and legislation shall be enacted 
making necessary appropriations, as may be authorized by law, making available 
for expenditure for operating and administrative expenses such corporate funds or 
other financial resources or limiting the use thereof as the Congress may determine 
and providing for repayment of capital funds and the repayment of dividends.”’ 

In passing on the fund’s budget each year, therefore, the Appropriation Com- 
mittees will have an oppotunity to recommend to the Congress that its future 
operations be reduced or eliminated. The Congress could enact such a reduction 
or elimination in a one sentence addition to an appropriation act, if it wished. 
Let me stress again: The power of the Congress is not just to receive the fund’s 
annual proposed budget, it will also have the power to cut or to eliminate that 
proposed budget. It was to give the Congress this power that we inserted the 
reference to the Government Corporation Control Act, even though the fund is not 
4 corporation. 

Four: The fund would be prevented from obligating any of the money which 
it was authorized to borrow in fiscal year 1959 and fiscal year 1960 until those 
years came around. This limitation on annual drawing power does not exist in 
the case of the Export-Import Bank. It was specifically put into the proposed 
bill to strengthen congressional control over the development loan fund. It 
insures that if the Congress should act at any time to curtail or eliminate the 
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fund’s future operations, it could recover the money allotted for future 
since the money would not already have been obligated. 

The fifth and final element of congressional control is the requirement in the 
je that the manager of the fund be appointed with the advice and consent of the 

nate. 

There is one other point in connection with borrowing authority that IT should 
like to make: This term has led some people to conclude that the use of borrowing 
authority would affect the level of the public debt. This is not the case. The 
money for the fund would come out of the miscellaneous receipts of the Treasury 
regardless of whether it was secured from the Treasury under borrowing authority 
or under an appropriation act. The level of the public debt is determined by the 
relation of these miscellaneous receipts to expenditures, which would be the same 
in either case. = 


Now I should like to discuss the amounts which we are requesting for the fund 
These amounts represent a moderate increase over the approximate $400 million 
which we:devoted to development financing in fiscal vear 1957. 

We want this increase so that the fund can emphasize two new types of actiyi- 
ties, in trying to promote a self-sustaining rate of growth in the borrowing 
countries: ; 

The first new type of activity would be to work more actively to promote 
private investment and enterprise, as provided in the bill. 

The fund would do this in several ways: 

It would lend directly to private businessmen who are prepared to invest their 
own resources. 

It would guarantee sound loans by private banks and businessmen, thus 
encouraging them to undertake new ventures. 

It would lend to public, or mixed private and public, development banks in 
Asian and African countries, which in turn would make investment capital 
available to qualified private businessmen and farmers. 

It would buy obligations of new productive enterprises which it could later 
resell to private investors, as these enterprises proved their worth. 

It would finance projects which might create opportunities for private invest- 
ment. For example, it might help to build a large dam, and private investors 
could then put up factories which would use the resulting power. 

It might join with private investors in financing specific projects. There might 
be occasions on which the fund would make a loan for part of a project, for example, 
with the understanding that American investors would finance the remainder, 

For the most part, these activities to stimulate private enterprise are new in the 
mutual-security program. They will only be possible, in fact, if we have the 
assurance of future resources that we are seeking. These activities are designed to 
bring more private capital flowing into development and will also bring in a 
crucially needed element—private managerial talent. They will help to show 
peoples who have had no experience with American capitalism the values of a 
successful free-enterprise system. In the long run, they should reduce the need for 
our financing. 

A second new thing which we intend for the fund to emphasize will be the joint 
financing of projects and programs with existing public lending institutions: 
the Export-Import Bank, the World Bank, and its subsidiary, the International 
Finance Corporation. 

For example, the fund might join one of the existing public lending agencies in 
the financing of mutually imterdependent projects. To take one illustration: 
The fund could finance the improvement of a harbor, which would make it possible 
for one of the existing banks to lend money for an enterprise which depended on 
that port. 

Here again is a new type of activity by the fund, which will require additional 
money at first, but which in the long run should save money. The more we can 
expand the operations of the Export-Import Bank and the World Bank, the sooner 
can we hope to reduce the long-term requirement for the fund’s financing. 

If we take our going rate of developmental financing and allow something for 
these two newly emphasized types of activities, the sums which we are requesting 
are conservative. If we provide significantly less than these sums the fund will 
probably not be able to achieve its essential purpose of stimulating both the 
borrowing countries and other financing sources to increased activity. 

If the fund cannot achieve this purpose, I do not believe that it will succeed 
in promoting more rapid rates of growth. I look on the fund essentially as 4 
catalyst—designed to mobilize other resources for development. It is to mobilize 
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these resources that it needs to be capitalized in amounts that offer prospective 
borrowers and investment partners alike a real incentive to join it in undertaking 
pasic development programs. 

I do not believe that the amounts which we are requesting can be reduced on 
account of either money which is already in the pipeline or the operations of 
Public Law 480. 

All of the money now in the pipeline has already been obligated. If we do not 
get new money, we cannot make new obligations. We must be able to make new 
obligations if economic development in these countries is to go forward. 

The United States agricultural surpluses likely to be conveyed to less developed 
countries under Public Law 480 were taken into account in determining the 
requirement for fund financing. These surpluses are a real resource, and they 
ean contribute to the process of economic development. But since they have 
already been taken into account it would be double counting to subtract them 

in from the amounts that we are requesting for the fund. 

The local currencies earned under Public Law 480 and in other ways cannot be 
ysed in substitution for fund loans, as they would not meet the foreign exchange 
need to which the fund’s loans would be addressed. 

There is, in other words, no short-cut to economic development. It takes in- 
yestment in real resources to achieve such development. In the first stages, we 
must contribute part of that investment. And we should do this through an 
instrument which is well suited to the task. Thatis why we are requesting capital 
for the proposed development loan fund. 














DEVELOPMENT LOAN FUND 





Mr. DiitoNn. I would like to talk today about the proposed develop- 
ment loan fund. I believe that Mr. Hollister has given you a good 
account of what the fund is and how it would operate. I would like 
to concentrate on three questions: 

One: The fund’s importance to our foreign policy. 

Two: The fund’s need for capital for a minimum period of 3 years. 
The Senate bill provides for this long-term capital; it authorizes an 
appropriation for fiscal year 1958 and borrowing authority for fiscal 
year 1959 and 1960. The House bill authorizes only the initial 
appropriation. 

Three: The amounts which are being requested for the fund: The 
Senate bill calls for $500 million for the fiseal year 1958 and $750 
million for each of the next 2 fiscal years. These are the amounts 
that we believe are required. The House bill provides only the 
$500 million for fiscal year 1958. 






























IMPORTANCE TO FOREIGN POLICY 





First, as to the fund’s foreign policy importance. The less de- 
veloped countries are now the central battlefields in the struggle 
between freedom and international communism. 

The Soviet leaders have recognized that the future of the world is 
bound up in the decision that will be made by these peoples. The 
Communist bloc is making an all-out effort, including substantial 
financial assistance, to persuade them that only through communism 
tan rapid economic growth be achieved. 

These countries are now trying to achieve that growth in freedom. 
If they do not succeed, their discontented peoples will be all too 
likely to turn to extremist leaders, who will favor communism—or 
wmething like it—as the solution to their countries’ problems. 

To carry development forward, these countries need help. The 
sims which they need and can use effectively are limited, however. 
heir investment programs are small, and even a modest amount of 


158 MUTUAL SECURITY APPROPRIATIONS, 1958 


outside financing can spell the difference between their success and 
failure. 

The development loan fund is designed to provide that financing 
on a more business-like basis, using procedures comparable to those 
of the Export-Import Bank and the World Bank. 

Its operation will insure that the limited sums we can devote to 
development have a maximum effect. Its creation will help to cop- 
vince the less-developed countries that growth can be achieved 
through democratic methods and in association with the free world. 

We, therefore, believe that the development loan fund can be 4 
vital instrument in the crucial struggle which is now going on between 
the United States and international communism to determine the 
future of the billion free people of Asia and Africa. 

To achieve its basic purpose, however, the fund must be more than 
a change in name. It must represent a real shift to the procedures 
which are best suited to the financing of economic development, 


OBJECTIONS TO ANNUAL APPROPRIATION PROCEDURE 


During the past year, numerous studies of the mutual security 
program were conducted for the C ongress, for the executive branch, 
and by outstanding private groups. Virtually without exception, 
these studies concluded that present annual procedures were a waste- 
ful and ineffective method of financing a long-term process like 
development. 

There are several reasons for this conclusion: 

First: Under present procedures, the United States cannot plan 
ahead for the most effective use of its financing as any sound enterprise 
should. Imagine how hard it would be to run a business efficiently 
if you could never assume that you would have funds more than 12 
months ahead. Well, that is the position in which annual appropria- 
tions place the people who are in charge of our development financing. 

Second: Present annual procedures make it more difficult to stim- 
ulate the receiving countries to effective self-help. These countries 
are reluctant to mobilize their resources for needed long-term pro- 
grams if they cannot be sure that necessary outside help will be avail- 
able over a period of years. They tend rather to use our help for 
short-term purposes, which are not fully effective in attacking a 
long-term process like economic growth. 

Third: We want our development financing to be provided in such 
a way as to increase the flow of private investment and of loans by 
existing lending agencies to less developed areas. We want to work 
closely with private investors and with the Export-Import Bank and 
World Bank to this end. 

Senator SarronstatLt. Mr. Chairman, would you permit an 
interruption? 

Chairman Haypen. Certainly. 


PROPOSED OPERATION OF LOAN FUND 


Senator SauronsTaALu. Mr. Hollister, before the Joint Committee 
on Foreign Relations and Armed Services, brought up briefly how this 
loan fund would operate. I am not clear in my mind; I know there 
was objection to it from the point of view of the Export-Import Bank, 
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| think it was, that it would make it more difficult because these 
loans would be a loser type of loan. 

Would you be willing, Mr. Secretary, at this point, or if you want 
to, at the end, whichever is more preferable, to describe how this 
would act? 

My memory is that it would set up a separate fund to be not either 
the Export-Import Bank or the International Bank, and that you 
would operate on a regular banking basis, but it would bé a looser or 
freer type of loan than the present Export-Import or the International 
Bank. 

Would you be willing to describe that a bit? 

Mr. Ditton. Yes, I ean do that. 

I think in the first place the feelings of the Export-Import Bank 
have been fully met in this matter and they are completely happy 
about the present setup. 

Senator SALTONSTALL, We had a witness against it, as I recall. 

Mr. Ditton. In the beginning, that is correct, But Mr. Waugh 
was primarily concerned, and I think he was right, that there had not 
been adequate coordination between his, bank and the operations. of 
the ICA, the other. lending institution. .He was fearful that a new 
organization, if a new organization was set up, would cause difficulties 
if it was not very closely coordinated. 


LOAN POLICY OR ADVISORY,;COMMITTEES 


It was agreed that that should be done and; to take care of’ that, 
in the authorizing measure as passed by both Housés in somewhat 
different form, committees were set up on which the Export-Import 
Bank would have a seat. These would be loan policy committees*or 
loan advisory committees, which would take care of very closely 
coordinating the operations of the fund’ with those -of the Export- 
Import Bank. 

n the House bill the committee consists of only three people: the 
Deputy Under Secretary for Economic Affairs, which would be myself; 
the Director of the ICA, and the President of the Export-Import 
Bank. This committee would supervise all loans and would be sure 
that there had been adequate coordination. 

The Senate bill provides for a much broader committee with those 
same 3 people, but also has on it representatives from the Commerce 
Department, the Treasury Department, I think Agriculture, and a 
number of other agencies—some 8 people. 

But with either of those methods coordination was assured and, 
once assured of that, the Export-Import Bank was perfectly happy 
with this fund. 

The idea of the fund is that it would make loans in areas where 
repayment in dollars is not feasible and not assured. 


EXPORT-IMPORT BANK OPERATION 


The Export-Import Bank has operated quite heavily in Eure pe, 
including emergency loans made at the end of the war, and in Licin 
America. It has not been able to operate to the same extent in the 
less developed countries of Asia and Africa. Although the bank has 
made a number of loans there, the proportionate amount is much less. 


94737—57——11 
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The reason for that is this foreign exchange problem; there are develop. 
ment needs in those countries that cannot be rapidly repaid in dollars 

The proposed arrangement has been set up to provide funds to 
these areas on a loan basis rather than by grants, as we have done in 
the past, which we thought was bad business and bad for the people 
that received them. 

Senator SarronstaLu. We would have difficulty getting our money 
out of those countries. : 

LOAN REPAYMENTS 


Mr. Ditton. We would get them back in foreign currencies which 
we would hope over a period of years would gradually become cop. 
vertible. 

Say you made a 20-year loan to a country out there—Burma, for 
example—that is repayable in their local currency. 

At the end of that 20 years we would hope that the development 
proce was enough advanced so that, if we reloaned that money in 

urma, on the next loan of 15 or 20 years they would begin to repay 
all of it, or part of it, in dollars. 

Senator SaALTonsTaLL. We put in $500 million this year, $750 
million next year, and $750 million the year after. That is what you 
would like to have us do? 

Mr. Ditton. That is what the proposals would do. 

Senator SatronsTaLL. The $25 million worth of a loan in Burma, to 
use your example, would be in Burma currency. Would that be an 
asset to the loan? 

Mr. Driiton. That would be a loan of the fund and it would be an 
asset of the fund. 

Senator SattonsTaLu. That could be reloaned in Burma? 

Mr. Ditton. That would be correct. It might be that when it was 
returned there would be something that Burma had that was useful to 
Thailand, for instance, or one of the neighboring countries where we 
could use those assets. 

Senator Satronsta.u. How big would the revolving fund ever get 
to be? It would be $2 billion if you set up the $3 billion for 3 years. 

Mr. Ditton. That is right. We cannot foretell that now. We 
certainly do not want to create the impression that, at the end of 3 
years, that would be all that there would have to be. I think we 
would continue to need further funds. Now, how long that would 
have to go on, I do not know. 


DEPOSIT OF FOREIGN FUNDS IN INTERNATIONAL BANK 


Senator SALTONSTALL. Let me ask one more question. 

We put dollars into the International Bank. England puts pounds 
into it, and France puts francs. 

Now, can we put Burmese currency in as part of our assets into the 
International Bank? 

Mr. Ditton. No, not as part of the American assets. 

Senator SatronsTALu. So that we could never get our money out 
of the country; we never could get our money out of Burma by putting 
it in as assets in the International Bank? 

Mr. Ditton. Not by putting it in as assets in the International 
Bank. I think we would eventually get it out, but it would be a long- 
term proposition. 
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__ Senator Sauronstauy. There would be no way of getting it out 
“except in the ordinary methods, through trade or some other way? 
~ Mr. Ditton. That is right. The reason we prefer these loans is 
that we do think there is a chance of getting the money out eventually 
even though it will be long-term, We think that is infinitely better 
than what we have done in the past, which has been to make grants 
to these countries. 

Senator SALTONSTALL. These would be long-term loans on interest- 
bearing basis? 

Mr. Ditton. That is right. 

Senator Cuavez. With the hope you would get it back. 

Mr. Ditton. Yes, sir. 


LATIN AMERICA DEVELOPMENT FUND 


Senator Hottanp. Mr. Chairman, as the committee well knows, 
the present authorization bill includes an item of $25 million for Latin 
America that was not included in the administration bill. That was 
sponsored by my colleague, Senator Smathers, who last year sponsored. 
a similar one for $15 million. 

As I understand it, you have already filed for the record the letter 
from Senator Smathers detailing what was done with the funds for 
. year and reciting the hopes that he has for the use of the $25 
million. 

Chairman Haypen. His letter has been included in the record. 

Senator Hotitanp. Which would be on the basis of 10 percent grants 
and 90 percent loans. 

(Discussion off the record.) 

Senator HotLtanp. Both Senator Smathers and I have commit- 
ments to speak shortly on the floor. I wonder if we could break in 
long enough to ask a few questions of Mr. Dillon while he is here? 

hairman Haypen. I am sure the committee will be agreeable. 

Senator HotLtanp. Mr. Dillon, Senator Smathers, my colleague, is 
more familiar with this program than I am, but as I understand it, I 
would ask the questions and I will attempt to do so, getting my 
suggestions from time to time from him. 


FUNDS EARMARKED FOR LATIN AMERICA 


First, what is the plan of the administration with reference to. the 
use of this $25 million included in the present authorization bill as 
section 400 (b)? 

Mr. Ditton. As you know, Senator, we did not originally request 
these funds because we had intended to take care of the Latim Ameri- 
can demands through two sources, either the development loan fund 
to some extent, or through the special funds of the President. 

However, we have no objection to this amendment by Senator 
Smathers and we would utilize these and intend to utilize these 
specific funds for the same purposes that we had intended to utilize 
funds from the development loan fund and from our special assist- 
ance funds. This simply earmarks $25 million. So it is very certain 
that $25 million will be used for this purpose, whereas otherwise 
Latin America would have been competing with the whole world 
and you would not have that same assurance. Now, you are abso- 
lutely certain. We have no objection to it. 
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Senator Hotuanp. In his letter Senator Smathers suggests tyo 
objectives that have not yet been served, that I have already mep- 
tioned for the record. 

(Discussion off the record.) 

Mr. Ditton. Senator, my purpose here today was to testify in 
general about the development loan fund. I am not familiar jp 
detail with plans for specific projects. The regional representative 
from the State Department will be able to testify in detail on possible 
projects. 

Senator HoLttanp. You understand; do you not, Mr. Secretary, 
that this is in addition to the fund and this $25 million is not to be 
regarded as a diminution of the redevelopment fund? 

Mr. Dituon. That is correct. 

Senator HoLianp. This is an additional $25 million earmarked 
fund for use, 10 pereent.in grants and 90 percent in loans,-to a Latin 
American country for needed projects there. 

Mr. Driton. That is correct. 

Senator Hotianp, I wonder if, before the committee completes its 
hearings, you could prepare a monograph on this particular subject 
for insertion in the record as to the plans for the specific use of this 
fund, in Latin America? 

Mr. Diti0N. Further witnesses will, testify in detail on the various 
areas, the ones for Latin America, will be glad to discuss this. 

Senator Hotitanp. Thank you very much. 

You understand that not. only Senator Smathers and myself 
happen to be real close to Latin America geographically and. we haye 
a great many people of the various Latin American races who have 
become our good citizens, but here is Senator Chavez from New 
Mexico; here is Senator Ellender from Louisiana, and various. others 
who have special interests in Latin America and special knowledge 
about the problems there; and I am sure that the action of the Senate 
and the House now taken indicates that the Congress as a whole feels 
that Latin America has not received adequate attention in the past 
and we do not want to see that situation continued. 

You so understand the action of Congress? 

Mr. Ditton. Yes, sir; I do. 


MEXICAN LOAN APPLICATION REFUSED 


Senator Cuavez. Mr. Secretary, may I add why I think the sug- 

gestion made by Senator Smathers should be carried out? 
- It has come to my attention that within the last 2 or 3 weeks 
Pemex, which is Mexican Petroleum, made an application to one 
of the other agencies of the Government over here for a loan for 
building in Mexico and it was turned down. 

So the only chance they will have is if they come to the Government, 
such as the suggestion of the Senator from Florida. 

Senator HoLtuanp. Thank you, Mr. Chairman. 

Chairman Haypen. Mr. Secretary, you were reading. I will ask 
if there are any further questions before you proceed to your state- 
ment. 

Senator Hoituanp. Mr. Chairman, may I put in this, in the 
record also. 

My friend from Massachusetts, Senator Saltonstall, wants the 
record to show that the biggest bank loan from the United States 
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of America and all of South America comes from Boston, Mass., 
which indicates that their interest is very active in this field, also. 


PROPOSED LOAN TO BURMA 


Senator ELLtenpEeR. Now, Mr. Dillon, reverting to the question 

ropounded to you by Senator Saltonstall in reference to the Export- 

port Bank, I found that in Burma that the facilities of the Export- 
Import Bank were used for loans, but the proceeds were handled by 
ICA. The reason for it was that the Export-Import Bank could 
not make a direct loan there because it was not permitted under 
the charter. 

Usually, when a loan is made by the Export-Import Bank it con- 
templates the importation and exportation of goods that would be 
produced by virtue of a loan made by it. 

Mr. Ditton. That is correct. 

Senator ELLtenpER. That is why the Export-Import Bank cannot 
be used. 

Now, the question I would like to ask is this: 


USE OF EXPORT-IMPORT BANK FACILITIES 


Is it contemplated to use the facilities of the Export-Import Bank 
to make loans and then let the details be worked out by ICA? 

Mr. Ditton. That is correct, Senator. ICA has been using the 
facilities of the bank for servicing these loans and actually the bill as 
passed by the House specifically says that that will continue to be the 
case. 

Senator ELLeNpDER. Yes. Of course, the reason for that is that the 
conditions under which the loans are to be made can best be handled 
by the Export-Import Bank because of their experience. 

Mr. Ditton. Also because we did not want to duplicate. ‘They had 
a good setup to do this. We thought we might as well continue the 
use of it as a general rule. 

Senator ELLENpDER. Now, is it not a fact as to any of these loans 
that, are made to any particular country, that unless the repayment 
in the local currency can be used elsewhere, then any revolving fund 
that will be created will have to be used within that host country? 

Mr. Ditton. That is certainly one of the most likely uses, Senator; 
that is correct. 

Senator ELLENDER. So that as you have just indicated, the original 
request of $500 million for this fiscal year, that is 1958, and for the 
fiscal year 1959, and 1960, is just a beginner? 

Mr. Diriton. That is correct. 

Senator ELLENDER. And you no doubt will come back in the future 
in order to obtain more money to continue this lending operation? 

Mr. Ditton. If the world situation stays the same, and I presume 
it will, we will probably be back. I think all these studies that were 
made, including the studies of the Senate Special Committee, indicate 
this is a very long-term problem and will have to be faced’ by the 
United States for a long time. 
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REPAYMENT OF LOANS : to, 
sie 

Senator ELLENpER. I am sure because of your vast experience in 
finances that you are well acquainted with world problems. Would 
you be able to venture an opinion as to when repayments will com- 
mence on these loans? 

Mr. Ditton. I should think, Senator, it would be very difficult to 
make any special guess on that, any general statement, because [ 
think it will be different in different countries. a 

Senator ExLenpER. This money is to be used only in backward 
countries. You are not going to use any of these funds for Western’ 
Europe? 

Mr. Ditton. No, but some of the backward countries may be less 
backward. India might be in a position to start repaying more 
quickly than a country such as Indonesia. 

Senator ELLenpeER. I doubt that because Indonesia certainly has a 
lot of resources that can be developed and in which we are very much 
interested and if the proper talent is devoted there to develop those 
industries such as oil on Sumatra, and tin and what have you, there, 
you will probably get better repayment than anywhere else. 

The point I wish to make is that it is not contemplated that these 
loan funds are going to be repaid within the next 5 years. 

Mr. Ditton. No, sir. They will not be repaid on such a scale as 
to obviate the fund’s need for further resources. 

Senator ELttenper. Nor within the next 10 years. 

Mr. Ditton. That is correct, although it is much more difficult to 
predict 10 years ahead. We should certainly be getting larger repay- 
ments by then and these countries should be able to meet more of 
their need from their own production. 

Senator ELLENpER. In the meantime it will be necessary, in order 
to continue this program, for Congress to authorize more and more 
funds in the event conditions remain as you say they are. 

Mr. Ditton. That is correct. We will need further resources, for 
some years. 

Senator SALTonsTALL. Knowing the Senator’s feeling on granting 
these long-term loans and piling up these obligations from Congress 
in the future, I would like to ask this question, Mr. Dillon: 


USE OF EXPORT-IMPORT BANK RESOURCES 


Would it not be possible, or is it not contemplated that as these 
countries improve—using Burma, which is the example you used— 
that possibly the countries as they improve would be able to go to the 
Export-Import Bank or the other international agencies so that it 
would not be a constant request for funds from Congress to keep 
building up this development loan? 

Mr. Ditton. That is our long-term obieriaye; we hope that. I 
think it is perfectly true that, as they develop, they then will be able 
to finance their development more and more on a hard loan basis 
through the Export-Import Bank, the World Bank, or private capital. 
That is our goal, Senator. But I think we will reach that goal grad- 
ually. It won’t bein 1 day. I think it will be quite some time before 
we completely reach that goal. 
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Senator ELLeENpER. As a matter of fact, Mr. Dillon, you could 

bably name 2 or 3 in which we are vitally interested in developing 
Si our own interest. 

I just pointed out Indonesia. It is a good risk if you can get'a 
datle overnment. There is no question about that. 

Mr. Ditton. That is right. 

Senator E.LenpreR. The Export-Import Bank could make loans to 
Indonesia, but Senator Saltonstall, I do not know of any others. 

Certainly not in Vietnam. Certainly not in Thailand. They have 
wom’ to develop there except food. They have a little timber 
there, but the forests have almost been denuded by the British and 


others that went there. 

Insofar as the development of natural resources in those areas, I do 
not know of any country that is backward, with the exception of 
Indonesia, that would be capable of borrowing money from thé 
Export-Import Bank, as you suggest, Senator. 


TOKEN REPAYMENTS IMMEDIATELY 


Senator Cuavez. Mr. Dillon, I have a different idea of these: so- 
called backward countries. Under the projects that you are to carry 
out with the appropriations that you are now requesting, would it not 
be possible that they would start making at least token payments in 
the immediate future? 

Mr. Ditton. They would start making repayment in the immediate 
future, but I would think a great number of these loans, not neces+ 
sarily all of them, would be repayable in local currency. 

So they would be making those repayments in local currency. But 
to the extent some of these loans are not repayable that way, they 
would be making repayments in dollars. 

Senator CHavez. You would expect them then to at least make 
some kind of repayment? 

Mr. Dituon. Yes, interest repayments would generally start right 
away, Senator. 

Chairman Haypen. Mr. Secretary, if there are no further ques- 
tions, you may proceed with your statement. 


ENCOURAGEMENT OF PRIVATE INVESTMENT 


Mr. Ditton. We were talking about private investment. 

Third: We want our development financing to be provided in 
such a way as to increase the flow of private investment and of loans 
by existing lending agencies to less developed areas. We want to 
work closely with private investors and with the Export-Import 
Bank and World Bank to this end. This requires, however, that we 
be able to offer these other financing sources convincing assurance 
that we will see our part of the task through to completion. Failing 
this, they will be as reluctant to work with us on a long-term basis 
as you and I would be to work with a private bank if we did not 
know whether it would be in business from year to year. We cannot 
give these other financing sources the needed assurance of continuity 
under present procedures. 

Fourth: So long as our development programs are financed through 
annual appropriations, we have to justify those appropriations through 
illustrative country programs. Such programs show how much 
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money. we onpest to spend in different countries during the comi 
fiscal year. ‘They have to be drawn up a long time beforehand, an 
they. do not necessarily correspond to the best use of the money 
when the time comes around for it to be spent. The receiving coun. 
tries generally learn of these advance allocations. If we then wish 
to change the allocations, we must face serious difficulties in our 
relations with these countries. In addition, these advance allocations 
reduce the receiving countries’ incentives to self-help by leading them 
to believe that they can count on the money, regardless of how well 
they perform. 










BASIS OF FUNDS ALLOCATION 


If we wish to make the most businesslike use of our aid, it is essen- 
tial that we allocate it on the basis of individual projects that we 
find worth while, and not on the basis of country totals. To do this, 
we must break away from the illustrative country program approach 
inherent in present. annual procedures. We must somehow obtain 
convincing assurance of future resources, such as the Export-Import 
Bank now enjoys. 

We could not gain this assurance through an authorization for 
future appropriations. This would give neither the manager of the 
fund, nor the borrowing countries, nor prospective investment 
partners any assurance that adequate amounts or, indeed, any amounts 
at all would be added to the fund’s capital in future years. It would 
throw us back into dependence on annual appropriations, with all the 
defects that I have described. 





































NEED FOR BORROWING AUTHORITY 









To gain the needed assurance of future resources, we believe that it 
is necessary to capitalize the fund with an initial appropriation for 
the fiscal year 1958 and with borrowing authority for the fiscal years 
1959 and 1960. 

Borrowing authority has been used to capitalize virtually all 
governmental lending agencies: the World Bank, its subsidiary the 
International Finance Corporation, the Export-Import Bank, various 
farm credit agencies, the RFC, and the Small Business Administration. 

Many of these agencies were—like the fund—thought of as high- 
risk operations when they were first undertaken. This is because 
they were—like the fund—intended to provide loans that could not 
be secured from existing institutions. 

These agencies’ loans contributed, however, to increased production. 
As a result of this increased production, their loans were eventually 
repaid in useful resources. I believe that this will also be the experience 
of the development loan fund. 





PROPOSED LEGISLATION 





The proposed legislation specifically states that: 


Loans shall be made from the fund only on the basis of firm commitments by 
the borrowers to make repayments and upon a finding that there are reasonable 
prospects of such repayments. 

The executive branch will fulfill this requirement. Experience with 
the large volume of loans which has already been made by the ICA 
and its predecessor agencies is encouraging: Over $2 billion worth of 
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loans have been made since the. Marshall plan began, and there has 
been only 1 default. 

I believe that the fund’s repayments will be useful to the United 
States. Some repayments will be made in dollars, which will be freely 
usable by the United States. Other loans will be repaid in local cur- 
rency, Which can be used in three ways 

Senator E.tenper. I wonder if you could furnish the countries 
to whom these loans were made. 

Mr. Ditton. We will furnish that for the record. 

(Discussion off the record.) 

Senator Taye. Thank you. 


ECONOMIC DEVELOPMENT DUE TO FUND OPERATIONS 


Mr. Ditton. First: To finance local United States operations in 
the country concerned. This will save dollars which the United States 
would otherwise have to spend to finance these uses. 

Second: For relending to the borrowing country. This will some- 
times help to meet serious local fiscal problems, although it will-not, 
of course, meet the borrowing country’s need for foreign exchange. 

Third: To remove from the borrowing country resources that are 
of value to the United States or to other less developed countries. 
This could only be done in cases where it would not injure the borrow- 
ing country. But we would expect such cases to multiply over time. 
For the fund’s operations should result in more rapid development in 
the borrowing countries. And, in the long run, this development 
should permit the United States to use their local currencies to buy 
their goods for export. 

Senator ELtenper. Mr. Dillon, I assume that when repayments 
are made by the host country that the funds may be used for any 
purpose that we desire in that country without having to consult the 
government of that country? 

Mr. Ditton. We would have to consult with them and have their 
agreement when it came to using these funds to take goods out of that 
country. But if they were going to remain in that country we could 
use them freely to pay our own bills, or anything of that nature we 
want to do. 

Senator ELLENDER. As you know, despite the good many credits 
we have abroad today, we have to sometimes get on bended knee to 
get the host country to permit us to use them. No such thing as this 
would be contemplated? 

Mr. Ditton. No, sir. 


USE OF LOAN REPAYMENTS 


Senator ELLENDER. Could you tell us the conditions under which 
we may not be able to use these funds? 

Mr. Ditton. Without the agreement of the host country we would 
not expect to use the funds to transfer them immediately into dollars, 
that would be the same as if we had made the dollar loan, or to buy 
assets in that country and export them, ship them out of that coun- 
try, because that again would be the same as if the loan had been a 
dollar loan. 
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With the exception of those two things, I think we can use them 
absolutely. 

Senator ELLeEnpDER. Now, do you not contemplate making these 
loans under this condition: that if they are repaid in hard currency the 
interest would be lower than if they were paid in soft currency. 

Mr,, Ditton. That is quite right. That is what we expect to do, 

Senator ELLENDER. That will be one of the conditions? 

Mr. Ditton. That is right. 

Senator ELLENDER. So as to encourage them to pay back in dollars? 

Mr. Diiton. That is correct. 

Senator ELLENDER. You stated that appropriations were made on 
a year-to-year basis, in the past, and that, as a result the programs 
could not be sufficiently worked out. Although you did not say this, 
I say that also some waste necessarily followed. 

But is it not true that when the ICA or the Marshall plan was first 
placed on the statute books, that quite a study was made as to the 
needs of various countries and according to those needs the grants were 
made and those grants remained available until expended? 

Mr. Druton. That is correct, but the Marshall plan was a different 
affair. That was a short-term affair to get Europe back on its feet. 


OPPOSITION TO ALLOCATION OF FUNDS BY COUNTRY 


What we particularly want to do, I think the very basic thing here, 
is to get away from what has developed in these less-developed coun- 
tries in the past few years—the system of allocating funds by country, 

Senator ELLENpDER. On a grant basis? 

Mr. Ditton, Well, either grant or loan basis so that each country 
knows what the other gets and can compare the overall total rather 
than working to find specifically good projects. 

We want to get on the basis, which we think is the only business- 
like basis, followed by the World Bank and the Export-Import Bank 
where they look at the projects. They look at the country’s overall 
program, but they may one year support projects that are consider- 
ably larger in one country that in another country knowing that 
over a long period of time it will even out. But they do not attempt 
to even it out every single year. 

If we continue this annual appropriation illustrative procedure, 
we are forced by political realities to more or less even it out every 
year. We think that is not the best utilization of our resources and 
does not get the best assistance from the countries locally because 
each is interested in coming in and saying for political reasons, “ You 
must give me the same as you gave my neighbor,” rather than coming 
in and saying, ‘‘This is a good project and will be a help to our 
country.” 

PREVIOUS GRANTS ON POLITICAL BASIS 


Senator ELLENDER. Because of that many of the grants were made 
not on the basis of need, but on what the neighbor received? 

Mr. Ditton. The political basis entered into it. ' 

Senator Extenper. I found that existing in southeast Asia, m 
particular. 

Senator Toyz. That would be then that you would not have an 
agency and technicians going out trying to develop something to 
which to commit the funds, but you would take the specific project 
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which. was proven to have merit, worthiness and would increase in 
the,.ultimate the economy of that particular area of the world and 
then you would approve the project and allocate funds and consider 
to, carry the project through to its ultimate conclusion and in that 
manner you do it efficiently and you do not encourage unwise projects 
just to commit funds that had been allocated as a bulk sum to the 
country. 

Mr. Ditton. That is correct. 


PROJECT SELECTION 


































Senator DworsHax. Who would have the authority to select these 
projects, the beneficiary government or ICA? 

Mr. Ditton. The development loan fund would have the final 
authority to decide which projects met its standards and to make the 
Joans. The countries which were applying would be the ones which 
would submit the projects, the same way they do to the World Bank 
or to the Export-Import Bank. 

So you would have a negotiation between the two to arrive at 
something that we felt was a useful project and which was also felt 
by the country to be something that was useful to them. 

Senator DworsHak. Do you think that might be the source of 
nritation and create hostility toward the United States? 

Mr. Ditton. It has not done so with the Export-Import Bank or 
the World Bank which goes through the same procedure. They all 
understand that very well, and there has been no hostility there. 

I don’t think it would. 

Senator Exuenper. Mr. Dillon, may I state that the only salutary 
thing about this new method is that you will have an opportunity to 
make grants to a country without suffering criticism from another 
nation. 

I thought, Mr. Dillon, that you would alleviate the fears I have, 
but you confirmed them when you said that this is only the beginning. 
In my way of thinking, it is just a new way to give away money. 

While you were Ambassador to France you gave me permission to 
talk to all of your people there. I remember that very well. 

The fears that I expressed there are still entertained by me. This 
Marshall aid program was supposed to last 5 vears. It is now 10 
years old and we are still assisting Western Europe in one way or 
the other. That is, through furnishing offshore procurement and 
giving them weapons of all kinds. 

In this very bill we have $232 million set aside in order to assist 
Belgium. You know that Belgium is as well able to take care of 
herself as we are. 

CONTROL OF 3-YEAR PROJECT 





Senator Rospertson. Mr. Chairman, I would like to ask the Seere- 
tary a question. 

Just how would we retain control of a 3-year project? If you 
start on a big dam, for instance—maybe not as big as the Aswan, but 
lenty big—and make the initial loan and expect to make two more 
oans, and then present it to us, saying, “This is our program,” we 
will say, ‘‘We don’t like it,” and you will say, “I am sorry, but we are 
committed to this project and everything would be in very bad shape 
if we run out on it now and put in only one-third of it.” 
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Mr. Ditton. We could not under the fund obligate any of the 1959 
or 1960 money before those years came around. That 1s specifically 
prohibited in the bill. Where we wanted to make an iron-clad com- 
mitment to a country or a project, therefore, we would do that by 
utilizing the funds that were available for one particular year so that 
in coming years, if the Congress cut off the fund's future money, there 
would not be any question of not carrying that particular project 
through, but there would just be no funds available for projects in 
some other country or some other places. 


SOVIET LOANS 


Senator Ropertson. I have heard that when the Soviet Union 
makes a loan of goods and gets paid in cotton like they do from 
Egypt, they enter into no agreement that they will not use the 
product. They will put the cotton on the market whenever they 
see fit and in that way they have Nasser under the guns, so to speak, 
because in that way they can break the market. 

They also make no agreement when they get local currency, 
They use it whenever they see fit. 

Is it not true that under our plan, if we get anything from them 
we are not going to put it on the market and if we get local currency 
we are not going to use it? 

Mr. Ditton. That is true, Senator, but I don’t think anyone—— 

Senator Ropertrson. That comes back to Senator Ellender’s sug- 
gestion, if we get something we cannot use what is the difference 
between this and just giving it to them? 

Mr. Driuon. I think there is a relative difference, a real difference, 
but to get back to your first question, I do not think anyone would 
suggest that we adopt the methods used by the Soviet Union in our 
relations with these less developed countries. 

Senator Rosurtson. I am not suggesting that. I do suggest that 
under the Marshall plan to which Senator Ellender referred, we 
announce each year there are so many billion dollars a year in the 
jackpot; ‘‘Gentlemen, get together and see which way we are going 
to split it.” 

They will split it. We will say we will keep a kind of veto, but they 
use most of it for the distribution of sugarplums to keep themselves 
in office. 

This certainly is better than that. It is much more limited and it 
has to be for economic plans. 

I agree with Senator Ellender. I am not too assured yet that it is 
not a giveaway scheme. 


QUESTION OF PROGRAM JUSTIFICATION 


As he said, this spending program, taxing program, is getting 4 
little burdensome to the average American. 

Mr. Ditton. I certainly agree that is burdensome. That is the 
decision we have to make: whether it is in our interest to carry that 
burden to see if we can keep the rest of the free world—the under- 
developed nations—free; or whether we are willing to just abdicate 
the fight and withdraw in favor of the Soviets who are pushing their 
efforts there very vigorously. 
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Senator Roperrson. Do you find any efforts—you have served with 
great distinction in France, and you have traveled all over Europe— 
any evidence that our example of private enterprise and a system of 
representative government based upon ethical principles has. any 
influence among those countries as to whether they would emulate 
us or go to the slavery and poorhouse of the Soviet plan? 

Mr. Ditton. I have not had opportunity recently to travel in the 
Far East, so I cannot speak of that from firsthand knowledge. But 
those who have traveled there say that the present governments are 
trying very hard to maintain free institutions and not to go into a 
dictatorship leading to something like the Soviet plan. 

Certainly, the assistance we have given in France, which I do know 
about, has led to a much better understanding there among the 
business community of the benefits of free enterprise and our methods 
of production and so forth. 

Senator Rornertrson. One of the truly great statesmen of the Nation 
was Daniel Webster. When he spoke at the dedication of the Bunker 
Hill Monument he referred to our great increase in commerce and 
exports in the 50 years since the end of the Revolutionary War, and 
how we had made a material contribution to the welfare of Europe. 

But he said that in the long run, our demonstration that freedom 
and property rights can be protected under our form of government 
will set an example of far greater import for those without hereditary 
rank or hereditary fortune then any material benefits we can send 
over there. 

Now, why was not Daniel Webster right and if he was right, why 
do we try to bankrupt ourselves on another plan when he said that 
was not the best plan? 

Mr. Ditton. These underdeveloped countries want to develop as 
we did in the past. We had to borrow money from abroad at that 
time. We were a country with not a very big population. The 
problems of countries like India and Indonesia with heavy popula- 
tions are much greater. 

Senator THyr. One reason for our great growth here was the vast 
wilderness which we were constantly blazing trails into. We took the 
virgin prairie and produced the wheat which paid many e foreign debt. 

We took the timber resources which aguin was ballast in many a 
ship, which was free cargo and which was paying our debt. 

Now, India has no such resources. Neither does Indochina. She 
has a population that is overburdening many of her areas. 












IMPORTANCE OF TECHNICAL 





ASSISTANCE 


Unless we can give her the technical assistance and the encourage- 
ment to turn to the West for some of that technical assistance, is it not 
possible that they may look to the Soviet for that technical assistance, 
and there lies the danger of further infiltration. of the Soviet philosophy 
into those countries? 

Mr. Ditton. That is right. 

Senator Rosertson. I see some of that, Mr. Chairman. But the 
fact remains you can walk on the beaches of the oceans of India and 
pick up baskets full of manganese of a higher grade than we have in 
this country from any mine we have. 
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Even after it has been processed and refined it will not run over 49 
percent and theirs runs 60 to 65 percent. 

Senator Cuavez. Not only that, but your so-called backward 
countries, speaking of Latin America, they have vast resources. 

Senator Ronertson. Of course they have. 

Senator Cuavez. They were willing to do it exactly as Uncle Sam 
did. It is true we borrowed money. The railroads of this country 
were built with borrowed money, but we paid it back. 

England did not give us any money to build the Santa Fe or the 
Southern Pacific or the Union Pacific. It was borrowed money that 
was paid back, 


SOVIET ASSISTANCE TO UNDERDEVELOPED COUNTRIES 


Senator DworsHak. Mr. Dillon, you are suggesting that if we did 
not respond now to the financial requirements of these underdeveloped 
countries the possibility exists that the Soviet Union might give them 
that assistance. 

Can you tell us specifically to what extent the Soviet Union has 
spent any real money in making loans or providing grants and gifts 
as we have done? Is it not a fact that the Soviet leaders have gone 
into Poland and the other countries behind the Iron Curtain and 
actually exploited those nations and their resources rather than 
providing any financial assistance? 

Mr. Ditton. The facts are that after the war they did do what 
you say, but recently they have embarked on a very extensive pro- 
gram of helping, and sending their credits to, other countries. I am 
not talking about what they have done within their own bloe or in 
China, but outside of their own bloc they have in the last 2 to 2¥ 
years made available credits of something like $600 million or $700 
million to countries in the free world. 

Senator DworsHak. Which countries, for instance? 

Mr. Diuton. I am not counting Yugoslavia. I am thinking of the 
underdeveloped countries of the Near East and South Asia, like 
Egypt, Burma, Afghanistan, and India. 

Senator ELLENDER. What is the source of that information? 

Senator Rosertson. I think you will find that if we had all our 
aid to Yugoslavia in dollars it amounts to more than they got out of 
Russia. 

In addition to that, we have not gotten anything back and Russia 
has gotten a lot of supplies. 

Mr. Ditton. The figures that are largest are Afghanistan, $133,- 
900,000. 

Senator Ettenper. That is just a promise. All they have actually 
loaned to Afghanistan is about $30 million. 

Mr. Diiion. This is a credit, as I say. 

Senator ELLENDER. I was there last vear and the Afghans are 
getting leery about the Russians. All they have gotten out of them 
is $12 million that was actually made available to build streets in 
Kabul, oil-storage tanks, a bakery, and an elevator. 

I was informed that the Afghans are not too anxious to receive this 
aid, because they are obligated to make repayments. 

It is not like our loans by any means. 

Now, what other countries do you have? 
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Senator Ropertson. Let him give the figure on Yugoslavia. 
Mr. Ditton. I said I was not counting ¥ wgodlavia in this overall 
figure because the total figure for Yugoslavia is $464 million for the 
Soviet bloc. 

Senator Ronertson. That is a third of what we have done. 

Senator ELLENDER. What other countries? 

Mr. Ditton. India, $282 million, approximately. 

Senator ELLENDER. That is for that steel mill; is it not? 

Mr. Ditton. For a number of things. 

Indonesia, $112 million. 

Burma, $23 million. 

Those are the larger ones. 

Finland is a different category, $20 million. 

Then Egypt, $33 million. 

Syria, $10 million. 

Turkey, $16 million. 

Senator DworsHak. Are those repayable credits or just grants? 

Mr. Ditton. These are all credits that would be eventually repay- 
able in local currencies. 





SOVIET METHODS OF ASSISTANCE 


Senator Rospertrson. They outsmarted us. When they extend the 
credit, before they use any of it they send a mission in to take the 
salutes of the people, ‘“‘We are putting it up’; that is what they say. 

When the work starts they furnish technicians so they keep a 
finger on it. We give it to them. So the politicians of the foreign 
country tell the people, ‘‘I got this to you.” 

They do know not where it has come from. 

Senator EL.Lenper. To illustrate what you say, the streets in 
Kabul were built by Russian technicians, as were the oil tanks, the 
bakery, and the elevator. 

I was there when they were completing the huge elevator and the 
bakery. I saw the Russians there. They were well housed in homes, 
built, by the way, with funds that were borrowed by the Afghans from 
Russia. 

Senator Rosertson. Senator Thye and I visited 14 of the countries 
receiving foreign aid in 1949. In every country we found we were 
getting no credit for the billions we were pouring out. We would say 
to the Marshall aid fellows: “Can’t you work out some way to let the 
people know that we are putting this up?” 

All we found was one little detail there in southern Italy where 
they did put our name on some flour. 

Senator Ture. That is right. 

We have made some progress, Secretary Dillon, but there is still 
ample opportunity to advance the idea that this assistance is coming 
from the United States taxpayers. 


PROBLEM IN AFGHANISTAN 


Senator Dworsuak. I have heard a report that in Afghanistan 
where we assisted the Government in constructing a large irrigation 
project that there has been some difficulty in operating it and as a 
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result there is arising some hostility in their feelings toward this 
country. Is that right? 

Mr. Driton. I have heard there have been some problems. I think 
that may be a little exaggerated. As I said, on the individual projects 
the regional assistant secretaries will be testifyi ing here. They will be 
prepared to answer those in detail. 

I would like to correct one thing I said earlier in answer to a ques. 
tion of yours, Senator Ellender, when you asked for the countries to 
which the ICA had made loans. That $2 billion list I said. we wil] 
furnish you. We will furnish that. 

I said there was one country that was in default. I found that we 
have never identified that country publicly. I will be perfectly glad 
to name that now. I would like to do it off the record so that it is 
not in the record which country is in default. 

Senator Extenper. To amplify the answer to the question pro- 
pounded by Senator Dworshak, I looked into the building of the two 
dams in Afghanistan. We are being blamed for all the troubles there. 
I know that. I talked to the engineers. 


DEVELOPMENT OF HELMAND VALLEY IN AFGHANISTAN 


What actually happened was that the Afghans had $25 million in 
the bank which they wanted to use in order to develop the Helmand 
Valley. They did not come to us for any funds, at that time, but they 
employed American engineers, Morrison & Knudsen from Los Ange- 
les. When Morrison & Knudsen went there they were given plans 
prepared by either Italian or German engineers. 

They started construction without making a thorough study of the 
feasibility of having a dam and then ran out of money. The Afghans 
then applied to the Export- Import Bank for a loan and they received 

$39 million to continue the project. 

Now, the Afghans take the position that because American engi- 
neers built the two dams and because the Import-Export Bank loaned 
the money, “It is your project, you built it. You should have known 
whether it would work or not. 

It turns out today, Senator Thye, that one of the dams has created 
a lake 24 miles long and more land is being taken over, fine river- 
bottom land, than they will be able to develop to produce crops. 

That is the trouble that is occurring there. They undertook a 
job without study. 

Senator DworsHax. Did we recommend that to ICA ? 

Senator Eitenper. Of course not. We had nothing to do with it. 

But we are being blamed for it. 

We are being blamed for a project which we are no more respon- 
sible for than the man in the moon. It was all planned by foreign 
engineers, and American engineers. built it under their plans. 

Of course, Russia is taking advantage of this situation. 


INCREASE IN REQUEST FOR FUNDS 


Senator Ronertrson. Mr. Chairman, I would like to ask the witness 
a question. 

You say that you are just asking for a moderate increase in funds. 
Now, we were told, we had a bill up in the Senate that was just a 
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moderate bill to do certain things, but through extended debate we 
have found a new definition of the word “moderate.” 

Now, I want your definition of what is moderate. 

Mr. Ditton. On this development loan fund, which is what we are 
talking about, the figures that 1 have as to what was spent for economic 
development during the past fiscal year come to something like $375 
million. We are asking for fiseal year 1958 a total of $500 million, 
and we figure that is : about a 25-percent increase. 

All the various committees and groups that studied this program— 
studies made for the Senate and these private studies—all seemed to 
agree it would be worthwhile to make some increase in that amount. 

‘Senator Rosertson. One of your Assistant Secretaries was before 
us this week, recommending an increase in, funds and telling us in an 
interesting way, from the charts, of the Soviet threa 

We will have the NATO comm: under here on Friday. 

You say you want a 25 percent increase. Is the situation de- 
teriorating over there for us and is the threat werse than it used to 
be? 

Mr. Driton. I don’t think the threat is any worse. We feel this 
is to get the job done; these are the amounts of funds that are useful. 

If you want to use less funds it means the development in these 
countries will go less rapidly and it may well be over a longer period 
of time. We think the fact is that you will thea spend more money 
than if you use what the countries are capable of absorbing efficiently 
and effectively. 

Senator Ronertrson. That is all, Mr. Chairman. 

Chairman Haypen. You may proceed with your statement. I 
suggest that while your statement is being broken up, we will print it 
as a whole afterwards. 


PROPOSED USE OF BORROWING AUTHORITY 


Mr. Ditton. Thank you, sir. 

The proposed use of borrowing authority will not impair con- 
gressional control. We have specifically drafted the bill so as to 
ensure that this control would be continuing and effective in five 
separate respects. 

One: The Congress would be provided with full and current in- 
formation about the fund’s activities. The bill requires semi-annual 
reports to the Congress on fund activities, and it also requires that 
reports on any particular transaction be made to the Foreign <A ffairs, 
Foreign Relations, and Appropriations Committees upon the re- 
quest ‘of the chairman. Furthermore, the executive branch will ap- 
pear before the authorizing committees each year in support of other 
phases of the mutual security program and will, at that time, give 
a full report on the fund’s activities. 

Two: If the authorizing committees conclude from this informa- 
tion that the fund is not “operating satisfactorily, they can at any 
time recommend legislation to curtail its operations—or to eliminate 
them entirely. 

Three: Under the proposed bill, the fund must submit each yea 
the business-type budget called for in the Government C | epaeition 
Control Act. That budget will be referred to the Appropriations 
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Committees. It will set forth the prospective use of the fund’s re. 
sources for the next fiscal year. 


LIMITATION OF ADMINISTRATIVE AND OPERATING EXPENSES 


The Government Corporation Control Act says specifically that 
the Congress can limit the use of the fund’s resources for both ad- 
ministrative and operating expenses. 

Section 104 (c) of that act says: 


The budget programs transmitted by the President to the Congress shall be 
considered and legislation shall be enacted making necessary appropriations, ag 
may be authorized by law, making available for expenditure for operating and 
administrative expenses such corporate funds or other financial resources or 
limiting the use thereof as the Congress may determine and providing for re 
payment of capital funds and the repayment of dividends. 

ne the use of” is the substantive clause. 

Senator Munvr. Would you interpret limiting the use thereof to 
give Congress the right and perhaps the responsibility of insisting 
that before any loans are made from these funds to foreign countries, 
that a repayment schedule be formalized so that the repayments will 
have to begin at the end of the first calendar year ? 


QUESTION OF LOAN REPAYMENT 


Mr. Dirio0n. On this question of repayment that is one that we 
will have to give a good deal of thought to. 

I personally think that when we are inclined to move to a more 
businesslike procedure, which this is, that we should try to copy the 
types of loans that are made by the World Bank and the Export-In- 
port Bank, in which case there are provisions for repayment of in- 
terest beginning immediately. 

Now, on projects where you are making new development projects, 
it is customary—and both the World Bank and Export-Import Bank 
do this—not to require immediate starts on payment of principal. 
It is 4 or 5 years before that starts. 

Senator Cuavez. Earlier this morning I asked if you contemplated 


they would start making at least a token payment in the immediate 
future. You said “Yes.” 


Mr. Dron. This is correct. 

Senator Cuavez. You say now only the interest. You are not say- 
ing anything about the principal. Even by such a small token pay- 
ment they would know they had borrowed that money and should pay 
at least a little. 

Mr. Ditton. Up to the present time, in the ICA loans, they have 
required neither repayment in principal nor in interest. 

enator Cuavez. That is what we want to change. 

Mr. Ditton. I agree with you. I was saying when I answered you 
that there should generally be some repayment right away, that in the 
first years that repayment should be interest. 

On the question of eee of principal I would think it 3s 
good business practice to begin them as soon as practicable and as soon 
as it would be fair. 

In all these development projects I think, that would be as soon 
as the project was beginning to yield returns. The practice, as it has 
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been developed by the World Bank, is very realistic; they generally 
give a period of about 4 years or 3 years before they require repay- 
ments of principal. 

Senator Cnavez. Let me see if I can make myself clear. 

In the everyday affairs of life—you are a businessman and you 
know American business—if a citizen of the United States goes to a 
furniture store and buys on credit some furniture, is it not the prac- 
tice generally that he does not have to wait for 5 years to start pay- 
ing, but starts paying right away, even if it is a small amount? Is 
that not the general practice in this country ? 

Mr. Drton. In regard to consumable items like automobiles, even 
house furnishings, I think that is correct. But when you lend money 
to a untility company to build a dam or to build an electric light 
plant, it is the ordinary practice that repayment does not start 1m- 
mediately, but starts after a certain number of years. 

Senator ELtenper. You mean on the principal? 

Mr. Dixon. On the principal. 

Senator ELLenver. But on interest-—— 

Mr. Diixr10N. Interest is paid right away. 

Senator Munpr. Let me say first of all that I am glad to have you 
go as far as you have gone and say what you have said because you 
are the first speaker on that side of the table who has come that far 
and been that specific. There has been a slight hesitancy and un- 
willingness to consider these problems in American history. 

Dillon is a name to conjure with in the financial world. 

I am very happy to see a man bearing that name talk in realistic 
financial terms to this committee. 

I could not agree with you more that the payment should begin 
at the end of the first year. 

Now, we can argue the merits of whether a small fractional amor- 
tization payment could be included or not. I suppose you could 
build a pile of evidence either way. 


EFFECTIVENESS OF LOANS 


It is my feeling, and I think that of Senator Chavez and many 
others on the committee, that these loans to be most effective, No. 1, 
should be businesslike on their face, even though we know they are 
not the kind that bankers undertake. 

You have to educate them in good repayment habits. Now, as we 
get into this field of participation projects, we should be sure that 
we do not finance and give to the community, but we finance in con- 
junction with this foreign business and maybe we are going to pay 
%) percent and they pay 10. 

But at least I would like them to have some chips in the game. 

Now, the reason I am interested in the amortization payment is 
that the percentage of their chips to ours should grow and should 
start to grow and necessarily you should not have to wait until the 
project is completed. 

_Under most reasonable circumstances we help to build an irriga- 
tion project, we go in 90 percent, you go in 10, but under the first 
year maybe instead of our having gone 90 percent in, we are going 
to have only 89.9 percent, you are going to make a little bigger con- 
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tribution of your own, more is going to belong to you, plus the 
interest. 

I think that not only is tremendously sound, but it certainly is 
going to be conducive to getting the cooperation of C ongress and the 
taxpayers on this kind of program. 

It: shows that we are tryimg to do the things according to. good 


fiscal habits. 
FLEXIBLE PATTERN OF AMORTIZATION 


Mr. Ditton. Regarding amortization, the one thing I feel is that 
we should not. attempt to set any specific pattern ahe: ad of time and 
say that that is what we are going to do always. For instance, one 
of the things we wish to do here is to promote private enterprise and 
to work with private money that may be going in together, or with 
the Export-Import Bank. It is perfect ly conceivable that we 
would do a similar thing to that which the Export-Import Bank 
has done quite fre juently where a loan or operation has been under- 
taken jointly with private American capital and the bank has allowed 
private American capital to have its portion of the total loan amor- 
tized before the Export-Import Bank’s. So the Export-Import Bank 
has no amortization until the private capital is paid off. We might 
very well do the same here. 

Senator Munpr. That would not make so much difference whether 
the American private capital would join Government capital. That 
does not concern me. 


INCREASE IN PERCENTAGE OF LOCAL OWNERSHIP URGED 


What concerns me is that the recipient countries immediately begin 
to increase its total percentage of ownership, even if it is only one- 
tenth of 1 percent, but more and more of it belongs to it. 

It would seem to me it would build up its own self-respect. 

In this country, for example, where we have this constant program 
of disaster funds, unquestionably if the State itself had to make some 
kind of contribution you would not have as many requests for dis- 
aster funds. 

Now, if a wind blows across a county in this country they say, “We 
have a disaster, give us some capital.” 

If they on to the State for capital they would not be covered, be- 
cause for 150 years these winds have blown across this country. 

Chairman Haypen. Mr. Secretary, our time is running short, 90 
you may proceed with your statement. 


CONGRESSIONAL CONTROL OF FUTURE OPERATIONS 


Mr. Dixon. In passing on the fund’s budget each year, therefore, 
the Appropriation Committees will have an opportunity to recom- 
mend to the Congress that its future operations be reduced or elimi 
nated. The Congress could enact such a reduction or elimination i 
a one-sentence addition to an appropriation act, if it wished. Let me 
stress again, the power of the Congress is not just to receive the fund's 
annual ‘proposed budget; it. will also have the power to cut. or to elimi 
nate that proposed budget. It. was to give the Congress this powet 
that-we inserted the reference to the Government. Cor poration Control 
Act, even though the fund is not a corporation. 
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Four: The fund would be prevented from obligating any of the 
money which it was authorized to borrow in fiscal year 1959 and fiscal 
r 1960 until those years came around. This limitation on annual 
wing power does not exist in the case of the Export-Import Bank. 
It was specifically put into the proposed bill to strengthen congres- 
sional control over the development loan fund. It ensures that if the 
Congress should act at any time to curtail or eliminate the fund’s 
future operations, it could recover the money alloted for future years, 
since the money would not already have been obligated. 

Senator Ex.enper. Couldn’t that loan be made prior to your ap- 

rance before Congress? 

Mr. Ditton. No, sir. The fund could not obligate the money which 
it was authorized to borrow in fiscal year 1959 or 1960 until those 
ears. 

Senator E.tenper. Under the present law could they not borrow 
the $750 million without having to come back to us? 

Mr. Ditton. The fund could not borrow the $750 million until the 
beginning of the fiscal year 1959. Nor could it obligate the money 
before then. And the Congress, in passing on the business-type 
budget that the fund would submit before that fiscal year, could cut 
down or cut out this 1959 money if it wished. 

Senator Eitenver. I understand that, but that could be done prior 
to your congressional appearance. 

Mr. Ditton. Under the Government Corporation Control Act, we 
would be presenting that business-type budget to Congress during the 
end of this year—the end of fiscal year 1958. 

Senator EL.tenper. Why make it for 3 years, then, if you have to 
come back to Congress? Why make it 3 years? 


PROCEDURE UNDER GOVERNMENT CORPORATION CONTROL ACT 


Mr. Dizion. That is a very interesting point. The Export-Import 
Bank, all these corporations that have continuing authority, do come 
back to the Congress every year under the Government Corporation 
Control Act, and do make these same reports and are subject to the 
same thing. You can cut them off any year you wish. That has not 
been done in the past because the Congress has approved the way these 
corporations have acted. If you had not ee the way they 


acted, you could have cut them back. We woul 
approve the way we act. 
ur real reason for wanting this is so that we can, as I said before, 

break away, from this annual amount for each country, go on a project 
basis which might give more money to one country than to another in 
one particular year with the idea that it would gradually even out. 

Now, if the Congress cut us off at any time it would not gradually 
éven ont. It would be too bad. One country would have gotten more 
than the other, but that would be because it had better projects and 
programs. 

Senator Extenver. I know Congress can do that in almost any bill 
unless you have a firm contract. 

Mr. Dizon. That is right. 


hope that you would 
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THREE-YEAR LOAN AUTHORITY 


Senator Extenper. This lending authority is for a 3-year. period, 
You will have authority to borrow $750 million for 1959 and $750 mil- 
lion for, 1960, if the President’s request should be granted. Now, is 
it your view that before there is any borrowing from the Treasury, 
ICA will have to get authority from Congress? 

Mr. Ditton. The ICA would make this report of the projected 
scale of fund operations under the Government Corporation Control 
Act. 

Senator Eitenper. My question is: Would they have to come back 
to Congress before they are able to borrow the ey 50 million in 1959? 

Mr. Dizion. They would not have to ask further authority to do so; 
no, sir. They would have to come back and submit their budget which 
would give the opportunity to Congress to say, “No, you cannot do it,” 
— they would not have to come back and ask for further permission 
to do it. 

Senator Extenper. I do not see the necessity of making it 3 years 
if that is the way you are going to do it. 

Mr. Dixon. If we don’t make it for 3 years, then we fall right back 
on this annual country allocation which I think you will agree is not 
the best way to handle it. 

Senator Ettenper. According to what you have just said, you can- 
not lend any of these moneys until you reach the year 1959 and until 
you reach the year 1960. 


AGENCY PLANNING ON PROJECT BASIS 


Mr. Ditton. That is correct, but I think that the countries: would 
feel, and we would operate on the basis, that once approved those funds 
would probably remain approved by the Congress. Therefore, we 
would have no hesitancy in going into this on a project basis whereby 
one country might get more benefits than another in the immediate 
next fiscal year because we would think that would be made up overs 
long period of time. 

Senator Extenper. Your idea is that we would be bound to do it. 

Mr. Drtxon. I would think that the Congress would wish to go 
ahead unless we had done something very bad. 

Senator Rozsertson. As I have to leave, I would like to make one 
comment before I go. 

That is, I endorse this loan development fund. I think it is a move 
in the right direction. 


COOPERATION WITH PRIVATE INVESTORS 


But regardless of the amount we finally authorize, I would like to 
stress the important fact mentioned in the Secretary’s forma] presenta 
tion, that they have in mind a cooperation between this fund and pri- 
vate investors because there is where we must look for the real funds 
for a long time and there is no lack of private funds if they feel it 
could be safe. 

Now, if we are operating in a country where our private capital is 
not safe, why would our public funds be safe there ? 

Mr. Dron. With our public funds we are taking a greater risk. 
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Senator Ropertson. We are running the risk of throwing our tax- 
yers’ money away and we in Congress have to report to them just 
¢ you have to report to your stockholders, you know, in Dillon, Read. 
Mr. Dit10n. That is correct, Senator, but we think it is a national 
risk if we let these people go to communism. It would be a greater risk. 

Senator DworsHak. There is one inconsistency there. 

You have pointed out that the basis of this development fund is to 
rovide continuity and long-range loan planning. Then you say that 
if at any time Congress is displeased with an specific loans that Con- 

ss could step in and nullify them. 

Mr. Dri10n. No, they could not nullify the loans. They could tell 

us we cannot make loans in the future. 





LONG-TERM LOAN COMMITMENTS 





































Senator DworsHak. On that same point. What if you have commit- 
ted ICA to provide five annual installments of a loan to take care of 
some capital investment and after the first or second year, the Congress 
determines it is not a good Joan. Then do you say Congress can step 
in an do something about it? 

Mr. Ditton. No, sir; not if the loans were actually committed ,out 
of the funds that were made available for a previous year.. But they 
could prevent funds for future years from being used. 

I think that the problem there is that you are assuming that we 
would have the loan—make the commitment—and tell the country that 
we would get some of the funds from future authorizations. That 
would not be our idea in cases where we wanted to make an ironelad 
commitment. 

Senator Munpr. You would not commit any 1-year appropriation 
for any country to a total of more than what you had appropriated in 
that appropriation. You are going to spread it over several years, but 
you will get it out of that one appropriation ? 

Mr. Ditton. We will not commit in any 1 year more than we'are 
allowed to in that year. 

What we are asking for is $500 million in 1958, $750 million in 1959, 
and $750 million in 1960. 

Senator DworsHak. You will have projects that will require annual 
installments of loans to complete ? 

Mr, Ditton. That is correct; but if we took that authority for the 
whole project we would have to take, say, $70 million out of this $500 
million and set it aside. 

Senator Munpr. Can you not do that now? 

Mr. Dirt1o0n. I think we probably can do that now. We would hesi- 
tate to do it now because we don’t know that we will have funds in 
the future and we hesitate to commit such a big thing out of any 1 
ear. If we are going to have some assurance for the future we would 

ave less hesitancy making that sort of commitment. And, more im- 
portantly, countries would feel less need for that sort of commitment. 







PROTECTION OF PRIVATE CAPITAL FROM EXPROPRIATION 








Senator Dirksen. Pursuing for the moment the-question raised by 
Senator Robertson, about stimulating the investment of private capi- 
tal. In the original Marshall Plan Act we wrote a provision that I 
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had a little something to do with, providing the payment of a premium 
to the Federal Treasury or into the fund which would insure Ameri- 
can investors, American capital funds against expropriation if they 
did invest abroad. 

That procedure was followed for quite a while. I do not know what 
volume it reached, nor do I know the present status. 

Are you familiar with that? 

Mr. Ditton. Not in detail. I know there is a very active guaranty 
program that is underway in ICA. I understand that that will con- 
tinue, but we can give you the information on that. 

Senator Dirxsen. Let me ask, Mr. Murphy, do you know low 
many premiums have been paid into the fund, and how much insurance 
has been issued to private investors abroad? 

Mr. Murreuy. I don’t know the answer to the first, although I can 
provide it to the committee. 

I do know that the original authorization of which you speak 
was in the amount of $200 million. Applications received exceeded 
this amount and it was subsequently increased to $500 million by 
Congress, I believe 2 years ago, and it is very active. 

In addition Congress also gave us authority for a fractional reserve 
system, which meant that we didn’t have to back every loan guaran- 
teed 100 percent with obligational authority, which greatly increased 
our capability of making guaranties. 

As the Secretary said, the program is very active. 

I will be glad to supply a report on the current status. 

(The information referred to appears on pp. 184-190.) 


STATUS OF INVESTMENT GUARANTY PROGRAM 


Senator Dirksen. I do not have any recollection that we have had 
any real detailed report on that from time to time. I suppose that is 
the reason it got out of mind. 

I wonder if we cannot have a report before this hearing concludes to 
show the nature of the investments that we have been guaranteeing, 
where they are, whether there have been any losses through expropria- 
= and whether it has turned out finally to develop a profit for the 

und. 

Mr. Murpny. It has the latter, sir. I can give you a current report 
on the status of the thing. I can assure you now that rather than 
losses it has actually operated at a profit. 

Senator Dirxsen. I recall when I offered that matter in the House 
a great many years ago there was a good deal of scoffing about it. 

They said, “Oh, this is not going to work,” but I felt if people were 
going to invest aboard and had to deal in foreign currencies, ofttimes 
they had difficulty getting money out even to buy spare parts or to take 
care of the depreciation of plant investment. 

Then, too, this had to be assurance to the stockholders because the 
money does not belong to the officers and directors of the corporation 
that the corporation wants to invest. j 

I thought it was an awfully good deal that the insurance premium 
fund would probably be returned at a profit. So I wonder if you 
cannot give us some detailed report on it and what countries have 
taken advantage of it. 
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Tt goes back to what Senator Robertson ‘said and expresses the 


that we would move in private investment channels and little by ii 
displace the Federal Government in that field. 


GAS PIPELINE FROM MIDDLE EAST TO PARIS 
























Senator Rosertson, In that connection, some years ago at.a meet- 
ing of the Interparliamentary Union in Berne, Switzerland, I sug- 
gested the possibility of the countries getting together and building a 
pipeline in the Middle East and carrying the gas through Switzerland 
on into Paris. 

Would they do anything? No; none of them would trust the other. 
They could have done it for $750 million and carried more power than 
all the coal they produced and that we shipped together. 

And that coal cost them, when I was over there, $50 a ton in Swit- 
gerland, and the cheapest was $35. 

There you have the most wonderful and cheapest power in the world. 
There is nothing greater than the oil and gas in the Middle East for 
natural resources. 

They had one little pipeline during the flareup over Suez, and they 
cut that. Now Turkey needs a plaetan. They are scared to build.it 
for fear somebody will cut it. 

What they need is a pipeline. Would any private company put up 
$750 million on a pipeline of that kind? They know they could sell it 
above anything paid in this country for natural gas. Would they doit? 

Mr. Ditton. Presently the various oil companies have been meeting 
in London a couple of times this spring on this matter of a pipeline 
from the Middle East. 

Senator Rosertson. That is just to Turkey. 
Mr. Ditton. That is right. 


MECHANICS OF REINSURANCE PROGRAM 




















Senator Munpr. How does the mechanics of this reinsurance pro- 
gram work? Does the United States Government assume the risk, 
or are we insured with Lloyd’s? 

Mr. Murrny. We insure against expropriation and we insure the 
ability to convert profits of a business enterprise. We charge a pre- 
mium for that insurance. 

Senator Munpr. Who operates the insurance company, the United 
States Government ? 

Mr. Murruy. The Government 

Senator Munpr. What kind of actuarial tables have you been able 
to build up? 

Mr. Murrny. That I cannot answer. 

All I know is that we have had to pay those losses on account of ex- 
propriation and we have collected a large amount of fees. The books 
are very much in the black at the moment. 

Senator Munpr. Do we have an actual cash balance some place in 
the contingency fund? : 

Mr. Murreny. That is right. We will prepare a report and submit 
it for the record. 

(The report referred to follows :) 
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1,. The investment guaranty program has operated at a profit to the extent of 
over Tiftifon. 
“Hig? ‘have been no claims to date: 

8. Agreements exist with 34 countries (exhibit A), making guaranties: ayajj. 
able to qualified investors in those countries. Currently, investments are guar. 
anteed in some 16 countries, with pending applications in 25 countries. 

4. Contracts totaling $143,734,102 have been issued (exhibit B). Of this total, 
$114, 670,000 is outstanding (after reductions and cancellations). 

. A wide variety of interest is shown by applications in process (exhibit 0). 
both ‘as to type of investment and countries involved, and total $519 million; plus 
$118, 026,287 in tentative war risk applications. 

., 6. Gross issuing authority as of June 30, 1957, $503,620,6038. 

’ {. Net issuing authority as of June 30, 1957, $382,212,629. 

8. New guaranty authority given last year for war risk coverage. To date, 
Formesa and Afghanistan have signed country agreement, making it possible to 
process applications. Other countries are in negotiating stage. 


Exureit A 


A. Countries with which the United States has agreed to institute the investment 
guaranty program 


byl 


Date of agreement Date of agreement 
Country ae lal Country 


Convertibility| Expropriation Convertibilit 5 soropin 


June 9, 1957 s Aug. 8, 1952 Aug. 8, 1952 
Feb. 16, 1952 June 17, 1949 | Deg. 28/1951 
May’ 7, Mar. 4,1954 | Mar.” 41054 
Sept. Jordan. ._-.......--.-.|. Sept. 4 1956 | Sept; 24,1058 


thina (Formosa)...-| June June ee Dec. 7,1956 | Dec. 7,105 
v Netherlands Mar. 3, 1949 | Oct. ‘7; 1088 


Feb. Oct. 29, 1948 Apr. 1, 1952 
Feb. 7 i May 26, 1955 ay 26, 1955 
Aug. Nov. 15, 1955 Nov. ais 
Mar. Mar. 16, 1955 one 
July Philippines Feb. 19,1952 | Feb. 19, 1082 
Apr. Portugal May 25,1953 | May 25, 1958 
Apr. Spai Sept. 26, 1953 | Sept. 26, 1958 
Mar. Thailand Aug. 27,1954 | Aug. 27/1054 
Apr. . Turkey Nov. 15, 1951 | Jah. 15, 1987 
June 10, United Kingdom_- October 1948 None 
Oct. 65,1955 || Yugoslavia “| Aug. 15, 1952 | Aug. 15, 1952 





1 Subject t to ratification, 
Nore.—War risk agreements are now being negotiated. To date, 2 countries have signed, Formosa and 
Afghanistan. 
Exuisit B 


Investment guaranties issued through May 31, 1957 


Investors Product Converti- 
bility 


BELGIUM 
Smith-Corona, Inc 
CHINA (FORMOSA) 


Von. Kohorn International Corp.!..... Rayon manufacturing plant 
a et Electric International | Electric generating equipment 


DENMARK 


Ray-O-Vac International, Inc 





See footnote at end of table, p. 186. 
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=F rvestment ene tssued-throwgn * m—/ 3ty 1957—Continued 











— deviates Product 
FRANCE 
dmmstrong Paint & Varnish Works...| Paints and varnish__..../........... 
Godre se oe ee Ce ORO Ni cienctrabscideninnds 
Cark Equi EE Oecnstubdssatane Materials handling equipment i euihh 
te Chemicals Co..............- Concrete admixes.....-....)....-... 
Refractories Co., Inc.-......- Refractorieg. ooo. ooo gcc csases 
SES nidiateantcencntdtakalast Automotive parts. _.-.....-........ 
EE Ee eS wwwnd aeeheobel Giese | 56st gansncaas 
Machine Uorp.!-....;....-.-- ONIN schoo ee mpaeanbbaseasss 
ED Ca rccmnncseatnbe Trucks and cars 
foster Wheeler ssn ns cdacese Comgenetigy engineering 
Peale OU Gs ccccsticiceesse Truck trailers 
Harshaw Chemical Co..............-- Ceramic colors 
in Chemipal Corp-..........-...-- Streptomycia 
insta EE @ ow ccccatiseussct Pobyorprames 225 0 ease 
SO ES ne ocbekianeak Petroleum refining--................- 
at mal Water Corp............. Webel W082 2 ccccccccccccccyccascess 
hiss cence es csgelannwse Styrene monomer. .-.............-..- 
lenin Electrit i es A Welding materials--.-..........-...- 
n-Knudsen Co,, Inc._.....---.- Construction engineering...........- 
mal Fastener Corp. ocassesat Cee MRORNENNEG cco nooo to sekescccs 
fmm ees (0............5.6....5- Agricultural fungicides_............- 


Singer Manufacturing Co. 
Standard Oil arerereese C CBiiccucu 


GERMANY 


Godfrey L. Cabot, Inc____- 
Clevite Corp.' 
Firestone Tire & Rubber Co. ial 
meaectce Co_ : ; bc smeliatl 
Denver Co- | 

Harris Seybold | _- : 
f. F. Houghton & Co-- sa — 
| 





Johns-Manville Co____- ene 
1, Sklar Manufacturing 60..5%6252% : 
National Aluminiate Corp. sseaat 
— Chemical Corp.! iy ores i 


eimer Casing Co.!__ .._-. 


Elevator Co. -._..---- ---+----| 
Perkins-Elmer Corp.!_._- pinbacaeial 
Raytheon Manufacturing Co... .-.._- } 

a ; 


GUATEMALA 
Oliver Farmen ! 
fermen & Son Logging Co.' | 


Total... ee 
ITALY 
American Home Products Corp. weet 


Associated Seed Growers, Inc. 
Don Baxter sce 
Caltex Oil Products Co_........_.....} 
Houdry Process Corp '. 
EP. Houghton & Co___.-- ae 
Ee overeens fee 
National Aluminate Corp_- 
National Biscuit Co. 
‘in Mathieson Chemical Co 
Otis Elevator Co- i 
ph Pacifico - : - 
on Manufacturing Co______- 
Sandard Oil Co. (New see) =. 
tron Co. 


’ 
RE Fa beak 
JAPAN 
Dow Chemical International, Ltd Be cccal 
$e footnote at end of table, p. 186. 


Sewing machines 
Oil ry 


Metalworking machinery--_..----- 


eres ewes cc eseg ep eserse Geeceenee 


| Carbon black. - --.---- éoccpeadivex 
Electronics products. -..----- 

Tires and tubes _._- teh ces 

| Trucks and automobiles...,------- 
Mine car loaders 
| Paper cutters. --......- 
Chemicals and lubricants - - 
Asphalt tile - 
Optical equipment. Bet pected 
Water treating chemicals___.-__---.- 
— der actuated tools 


ioknel ‘sausage casings__ 

| Elevators and clevator equipment.. | 
High precision instruments | 
Radar and sonar equipment-.----- 


Logging ee EN hea | 


Pharmaceuticals. -.-............- 


| Seed oultivation:.....22.- $222.2 

| Intravenous solutions -- 

Oil refiniery - . 

.| Petroleum refining - = 

| Chemicals and lubricants - - - - 

Oil refinery... ....--- 

Cracking unit_-_-__- ed oa 

Boiler compounds-_--___._--. 

Biscuits and crackers__-- ping 

Industrial chemicals - - - -.--- 3 

Elevators and elevator equipment. 

..| Building stone_ cat 

.-| Electronic tubes... -- 
Oil refinery - . 
Vibratory handling equipment... nal 

Railroad equipment_- 9 8s$ 


Converti- 


Expropri- 
bility 


ation 

















Production of plastics. ..............| 


300, 000 |..-...-. 2. kee 
§6;000 15.2 usclee 
MEIN Visi iin evcintincne 
SOND hifi. 2 an 
CE Bhs cubeceen 
1, O70, See 7....---.-... vi 
SE i eiakstktoodan 
17,800 4.512. 133202. 
OO Tins acacecous 
Ties ts. 
550, 000 }.......... ies 
— a — 
16, 836, 890 | 2, 352, 173 
| 
1,000,000:}....2si02cc.. 
312, 669 312, 668 
1, 841, 700 1, 052, 400 
ore Kemi 8, 34, 863 
140; 000 444 53 i cain 
355, 105 | 177, 552 
93, 150 | ial 
350, 000 
1G, G00 fii ii6_ Gas 
1, 298, 000 50, 000 
1,066 S88 1. itiupeicehes 
a ; 276, 399 
"126, 949 | 116, 546 
esi 250, 831 
548. 230° l 274, 115 
93, 500 | - ‘ 

7, 201, 654 10, 825, 374 
aemenstahiahe a 
} 
| 

70, 000 | 70. 000 
177, 000 | 177, 000 
247, 0 | 247. 000 

1, 082, 350 640, 572 
475, 000 | 300, 000 
87, 500 | 150, 000 
29, 190 29, 190 
4, 630, 000 |. bode 
75, 000 |_- ke 
17, 000 Th 
5, 606, 000 | 2, 800, 000 
7, 234, 000 | 3, 617, 000 
1, 331, 000 271, 000 
900,000 |... 
11, 051, 800 | 4, 275, 900 
192, 500 |_-.-- 
20, 000 | 
329, 000 |. 
14, 487, 500 | 
36, 000 |. 
60, 300 
47, 638, 140 | 12, 083, 662 
1, 372, 000 | 1, 372, 
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Investors Product Converti- Expropri- 
bility ation 
JORDAN 
Zdwin W. Pauley 4.iic....22i-.2.--2-} Oli explana 510 0 cin ds ss - - -pdd ni nda wn vec v4 $6, 000,000 
———o————__ 
THE NETHERLANDS 
A-P Controls Cotp. ..............-... Oil heater regulators. 50, 000 
American Home Products Corp.!..._. Pharmaceuticals. .............-.-.-. 105, 000 
Dow Chemical Co................-... I so eth iencdehamacetshtihistesiieteahen na 1, 320, 000 
py oe a ee eae WE. pata Sanit danconcas 17,000 
pap me a nee Castor oil derivatives 19, 800 
Greenfield Tap & Die !_.......-...--- Twist drills. ...........- 26, 256 
Eh. Fie SNS Oe i ndnewoncne SEP. nnciimsonanacacaacn! SG UED Loacacacae 
Seal Puen O0.F. <.5.5-....-...-...-- Chemical finishes 50, 000 
Kresno-Stamm Manufacturing Co.!_..| Oil burners........-......-.--.-----| 90, 000 J--------.-. 
Sparkler International, Ltd__.......-- SRE TEs cmpnnsicsoccccsc<| SSE Avene éo-e 
okheim Oil Tank & Pump Co-.---- Oil tanks and pumps......-......--- 350, 200, 000 
bette dR manenteeronesh secsenesatas=—-- thipeehits-tno~sanes 3, 654, 835 1, 788, 056 
PAKISTAN 
Coamared BEG 4. kdb bes ccceni----ceee Pe DRC intadiaivdincsennc~sse 480, 000 240, 000 
PERU 
General Foods Corp.}_..._.... eveevaotibousl ikcnihitiihinesaiatnashoamecdeled 50, 000 ais 
PHILIPPINES 
Rheem Manufacturing Co............ a Sods oiestrtien 200, 000 250, 000 
fe A Se 2 ee yk ee pene 2, 202, 000 1, 992, 000 
DOM gong nbn n eng nn cen sen lemcccensonnncwnteeneama pin desonewesce 2, 492, 000 2, 242, 000 
THAILAND 
ee” Te i diabenaaenthinteocasesa 99, 400 150, 000 
TURKEY | jae coed 
Bank of America..........--..-..- wee US 1, 040, 00D}. s suns 
Charles Lockton_---- cosehecsancan), & anwar exten dioganaorehe PE BE lnens<~secnnees 
E. R. Squibb & Sons es naos preusdilinnnduientienabteedinlaence tem DFE Unennceetanenll 
Pn nck blieth b..ccendsccseses iresarenennat-reaemnne termine oorensee OB0, Wk Ve neta 
UNITED KINGDOM . 
Barber-Green Co....... .....} Construction machinery - --..-.....-. COS loewcstonnaen 
Brown & Sharpe Manufacturing Co EE ia ninguna bimetipiie 1 200 O00 bocce 
Godfrey L. Cabot, Inc...___-- nsone] SR I as etic on nas suliiamemibag | 2 Ges. Oie I.....«..ccauee 
Cone Automatic Machine Co_.......- Automatic screw machines--_-....... | SORTED Fisk ccacccenti 
Cooper Alloy Foundry Co-_-.---.---. Stainless steel valves..............-- I EE 
Dictaphone Corp...-................. NDS 64 tothe atidncslnnetwciind antes | S00. O00 1 ..nuca<cumiel 
Thomas A. Edison, Inc.............-- DRINSTS INDE. .... 2 202---4--22-2=- | , 
Euclid Road Machinery Co--------.-- Earth-moving equipment. -.-_........ | O57. 000 1.<-<.00eseee 
General Time Instrument Corp---.---- Clocks and watches................. ke 
Jacobs Manufacturing Co_.........--- Inn ala anced GOROED 1.0 cnccepesu 
Knott Hotels Corp--....-.----- ------| Hotel OPOTMIGR.. cncccncwiticcnccesnes 1, 436, 100 |-.------------ 
De ee eee oes Ss at eit natin weciee ch cktpeona oe is 1, 00, G00 |....-..--seeeee 
Keelt Moods '...0ci.<s.-.-..-.-- oil Food processing...-..--------------- 1,379, 514 | SFE 
gen ke po duskeas ke cce aE aie aacmemannam nace ds > 1, 376, 487 1 ..ncacsecsbau 
Lapointe Machine Tool Co- i tm ON a ee eee | $8285. 4 ..as -inenactann 
Leeds & Northrup Co Control measuring instruments. ----| 392, 000 = 2 
Metallizing Engineering Co., Inc. ---- Metal spray equipment._-__._.....-- ] 106, 700 hewcnnenthaanel 
McGraw-Hill International C orp. EE ciate tittndancoosas 40, 000 | ota 
Minneapolis-Honeywell Regulator C 0. Regulating instruments.-_.........--| 300. GO |... csneeeen 
Petee, weve & O6..5................. Pharmaceuticals.............-. oh 706,000 | .....cencneue 
Pocket Books, Inc. _- "| Publishing -- dhadeinthd edocs .| 218, 750 ea 
Preferred Utilities Manufac turing C 9.) GONE eb Liaetercinerd toons OO OF8 Bh nnncacambasi 
Oe ae Se ae | Home appliances..............-.-- 49, 000 |-- 
E. R. Squibb & Gene......-....---..2) PROPIA oes sono | i, ee 
Standard Brands, Inc_- d Soluble coffee .- 75, 000 P od enaneel 
Universal Oil Products- -..-..- .-} Catalyst for petrole um Tefining _- 750, 000 | ....-.- 7 
NEE csc: Gdlta-:..---ccrcrecbelarerterdlamataneineaienses --|_ 16, 149, 101 Lee 
NN Rel ie tia the tiles ep heweneneenenone | 103, 734, 103 “| 40, 201, 108 
Total conve rtibility Ee  Ricsitahabnadeda chien ssincnhetaa anes 143,7 734, 102 
propriation. 





1 Issued since Mar. 31, 1956. 


2 One contract for $50,000 expropriation issued since Mar. 31, 1956. 
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Country and products 


——— 





eee 
Oil:distribution !. __......1.-.. 
Vibratory equipment. -_-_....-. 


metal. 4.225.050.04 


gin : 
Portable bag closers. 


Total... Re 
Bolivia: 
Gold mining... -- oe 
metroleuWioss.uin.¢----- 45a 4d -S 
Oil exploration..........-- 
Motion-picture preduction 


Petroleum exploration _-..s.....------ 


Forestry products. -...........------ 


"Patel... uwcaime.< 


China: : 
Airline operations ! 
Dairy processing... 

Total. .-suscws-- = 


Colom bia: 


ee 


ee te asnsscnietesnctincieinth ‘eile 


Ooffee processing - . - - -- 
Paint and chemicals. . --.-- ‘ 
Pulp and paper. ape 

Tin can equipment -----....-.-- 
Metal stampings. -_- 

Metal ores and alloys 
Soap: plant... 
Pharmaceuticals. - - -- 
Office building.............- 
Calcium carbide plant 


Costa Rica: 
Agriculture 


WORE. 4 dtncitiagoncecckatie dee 
Denmark: 
Dairy processing. 


Total 


Ecuador: 
Paint and chemicals- -......-.....-- 
Plastics......... 


TR ie tal hed icin no one aula c tintin 
France: 
Carbon black 
lastics- 
Automobiles. 


a PUOGIS.. -... . .dnnpscsoin 
=eyeene monuomer...........-....--.- 
Welding equipment____-_- 


Automotive equipment_-.-_..-.- 


Aluminum production '_..... 
Gasoline storage facilities. —....-- 
Rental of vehicles... _.........- 


See footnote at end of table, p. 190. 
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Converti- Total 
bility tion 
' 
$2, 210, 000 $2, 000. 000 $4, 210, 000 
Nw aielati etar salman 25, 000 
Fe ed | 2, 235, 000 2, 000, 000 4, 235, 000 
| 50, 000 | 35, 000 85, 000 
50. 000 35, 000 85, 000 
— | = 
feos 4, 000, 000 4, 000, 000 8, 000, 000 
925, 000 925, 000 1, 850. 000 
a ee al 1, 000, 000 1, 000, 000 
75, 000 75, 000 150, 000 
Open Open Open 
—— 3, 500, 000 3, 500, 000 7, 000, 000 
5 8, 500, 000 9, 500, 000 18, 000, 000 
ero ee 
id 5, 700, 000 5, 700, 000 11,400, 000 
435, 000 435, 000 870, 000 
6,135,000 | 6, 135, 000 12, 270, 000 
| 
eas eR ete 500, 000 |---..-.------. 500, 000 
1G: .. aan 120, 000 
att 1, 365, OO }.- 22-2222 1, 243, 000 
8, 000, 000 8. 000, 000 
7 ODN ce tteentins 60, 000 
Gee T....- stanton 50, 000 
i ccaine ninnieametatmamanal aah erty $63, 200 
oases Se coc naeee 380, 000 
Sse a cei I nes octet 350, 000 
cas nae tesa | ii 325, 000 
soc nancaweaseneee SPARED | Ww ncccccnsens 874, 000 
» psueeaeeie ad Rs 11, 965, 200 
Dhaene 27, 750 27,7 
PERSIE ------| Open Open 
ajapinasijitied secs akin ae 7, 750 | 27, 750 
SS 
See 800, 000 800, 000 1, 600, 000 
800, 000 800, ¢ 1, 600, 000 
rmmernial =| entail eames 
256, 000 | 256, 000 512, 000 
RRS 10, 000 | 10, 000 20, 000 
+ sug aonb 266, 000 | 266, 000 | 532, 000 
Be 2, 215, 000 2, 215, 000 
ORR Ts ae 70, 000 
3, 800, 000 |_ td 3, 800, 000 
: 6, 714, 000 | 3, 357, 000 | 10, 071, 000 
ODORS 500, 000 | 300, 000 | 800, 000 
kb Sede beteweielpead as 225, 000 
saeuad SR isincknanececal 550, 000 
iB 9, 000 25, 000 | 34, 000 
eee eee | 65,000,000 | 65,000,000 | 130, 000, 000 
eee | TO OO fon eee tien 125, 000 
oe 250, 000 | 250, 000 | 500, 000 
Pass Pe. | 77,243,000 | 71,147,000 | 148, 390, 000 
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Applications in process for investment guaranties and amendments as of 
May 31, 1957—Continued 
y , 
Deeenditininb bins: wi — aii seal 
Country and products Converti- Expropria- Total 
bility tion 
Germany: 
Aircraft parts manufacture.................-.-.----------- $10, 000 $26, 000 $36, 000 
CS  .. 2, 400, 000 2, 400, 000 4, 800, 
REIS oh onanentvedpavahennceseceuesevseuue I Lic cecinebineecd a 
CRSE SUMMON... dn non cnysdshecahsnnssocsuccsenaenes 550, 000 550, 000 1, 100, 000 
—— heaters and distributors. -- 50, 000 50, 000 100, 000 
en I o.oo incr asepocanheo- = : 11, 000, 000 11, 000, 000 22, 000, 000 
EY CON Bo ooo cc cncbannccsnncccscsceen[essccsesesedss 12 010, 137 12, 010, 137 
DEE cidicacadacchdccsccenasbooseus 702, 600 702, 600 1, 405, 200 
Dikdetantesesccaces aeiaciusondushesqoonecese= 1, 958, 220 1, 958, 220 3, 916, 440 
ET. cic chiscatocddgessebhenadareneenscosee 490, 000 | 490, 000 980, 000 
oe ae 470, 460 | 470, 460 940, 920 
EE Reith ct lockecsndihcgipagiotusdss nice 470, 460 470, 460 940, 920 
BPW in cnn cnanduremeeweececcocengnapannesatetseeeces=s= 235, 230 235, 230 470, 460 
se hina a ecasuarenenonsen=e 960, 000 960, 000 1, 920, 000 
PE Ate Ls tend 2 ec ccnsheaccccubacusaedaawe 10, 000 10, 000 20, 000 
Dairy pare Dinidedbuasksanseduouipibinciaiecaenweies 3, 500, 000 3, 500, 000 7, 000, 000 
Aina tana kn péseaccabpcabowbaseccceweuane 382, 000 191, 000 573, 000 
Busines I anal eae S nagd ccc cabe aa ances Boe 144, 000 144, 000 288, 000 
REE 6s vahdetelninininiaaauunseeceebeesenenaces 50, 000 50, 000 100, 000 
Peirdep actanted SND. ta. ak okihbcesitrns ada tianaceaee 40, 000 40, 000 80, 000 
ac ih sco tateavebeshecoutectbiuns sass lshecssibeabens 10, 000 10,000 
Ee hed inal cme nik bad wain wales 7, 200, 000 7, 200, 000 14, 400/000 
ia crednab ses ccasendsnspbostehiiaandisaesunss 137, 000 137, 000 274, 000 
Wwe 5. deans cach denntelancddabeetidecsseeseaacene 30, 829, 970 42, 605, 107 78, 435, 077 
Greece: see s 
he, cab sarabscnbanasthnndadebapidincaes Open Open 
eS 6 Oo San a nna el een oaieiioumtiiben-an- nine 120, 000 1%, 000 fe : 
a ene snenunent 10, 000, 000 8, 350, 000 18, 
tReet eek cd Sabbasababasunbomus 10, 120, 000 8, 470, 000 18, 600, 00 690,00 
Guatemala: i 
Mineral exploration and development.-_..............-.-..- 600, 000 300, 000 900, 000 
I SE A a ee 325, 000 325, 000 650, 000 
EE BL Cn ae wd Open Open Open 
ae oa ae OO ON nn ertcereaule 925, 000 625, 000 1, 550, 000 
Haiti 
DCs: 2-ue ot neaGenss aapewdeevamanwosas 
eee t Sc. ee Teculbodas stain semen baakenwiass 
Israel: 
en SOU ONOING oo och osc aedseaee Resi 
Ne a a One hee ee ; 
Italy 
Pharmaceuticals. a lnnenee aie ae eee. 
Seed breeding. 2) RRL LAE SLRS Re EE ee : ; f 
meeme...<c.---- WP csitpliche ¢casle so ain toninainens iivaais sietnioe- aa 300, 000 150, 000 450, 000 
Plastic products. - i een baaws PEGS dewnece 70, 000 
a. Ladeawanasseaunenconn ee 10, 000, 000 10, 000, 000 | 20, 000, 000 
ets Sn Se nk dnaooeowen 1, 750, 000 875, 000 2, 625, 000 
SLD cvekavie int medieanaawsnescsdnete 155, 000 |... ..- eel 155, 000 
er be SO bdcesloccubucsceet 500, 000 500, 000 1, 000, 000 
Agricultural fungicides_......-_...-___- ease eae Commbeee 600, 000 |.....__- 600, 000 
Color film manufacture - a 3 ; ; 3, 960, 000 | 2, 230, 000 6, 190,000 
Petroleum - ee aren ie | 2, 000, 000 | 2, 000, 000 4, 000, 000 
Manufacture of machinery __.___- <> | 1, 280, 000 |___- 1, 280, 000 
Plastics _- Siete a eet eseere gy 500, 000 500, 000 1, 000, 000 
Re eek ab cahioe Shek cl Agden noc nee 23, 535,000 | 17, 491, 000 41, 026, 000 
Japan: | ave ened 0 ° wo 
Engineering service ee eee eee | 125, 000 | 125, 000 250, 000 
Industrial chemicals - --_..._..-- rae 1, 688, 000 | 158, 000 1, 846, 000 
Hotel operations 750, 000 | 750, 000 1, 500, 000 
Scientific equipment. 125, 000 | 50, 000 175, 000 
Teens. i22. ee ee a errs 2 “2, 688, 000 , 1,083, 000 3, 77, o 


See footnotes at end of table, p. 190. 
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Country and products Converti- Expropria- Total 
bility tion 
ENR occ igpingasosceot ans sagnneuselecpenepeapeee inne $750, 000 $750, 000 
PE Scien ccnan cond gapeiigush'cs <3abhsnamocwne>ceaaun aaa 750, 000 750,.000 
Netherlands: 
Houseware and baking products-_............___..-- : $350, 000 700, 000 
I DUIS cnn cechhonmnrbmnsdeinabnndancaamenieose adel 1, 048, 000 1, 588, 000 
a I Wis le ete: cn inens pape adm ieee eee pen Open 
Oe ES ll Se ES OS eR eee ee 200, 000 300, 000 
cnet culos cccmiubedl tents shehe-coeseidaheteenee™s 1, 598, 000 2, 588, 000 
Pakistan: 
SR iatinetinedtsehsisthe+h oooh seeadsanbiboentusddivnscasecingins 300, 000 
Construction engineering - - - -..--- entobnuipherppiveisurne= 3, 000, 000 6, 000, 000 
I bts iccageeetealrinh Squuninnsownnscmaaiopaanniiess 3, 000, 000 6, 300,000 
Peru: 
Confectionery products. ..............---.-- eee oa 1, 800, 000: |..-..--.-..--- 1, 800,000 
OCG PUNGUOS.. 2. oo ndinc ani ecen nessun a éwubeneenssnaeats 71>) a Beebaee eddies 74, 000 
OD CUNNING, cndancescnrevesnqnarbhiites on 57 hase nine dela 4, 575, 000 
Caustic soda.____._________- Ec. ates ceaeendneon , 500: ae 5, 500, 0008 
IT CUNEO oo ap ee Hh Sk a AS ‘ ; 220, 000 
GR on congadbhedcinanandenicligtinedis edna 258, 
Cloth finishing plant- 1, 423, 500 
isd bcnbepetcominniiee Tares bbevetergtve deiilinde 13, 840, 500 
Philippines: at 
SE GNI. -.cncincngscdesteamacnansepeaniiiitan : 40, 000 
DOGRY POOUNOUB. 0 ncccidd din idnswecceses tele Biel 5 1, 200, 000 
Dr Sr... nnavehtnichetesnegumeibnndeidteennwl Rs 414, 715 , 414, 2, 829, 430 
Lumber and lumber products__.........-.....-.........-. 600, 000 . 900, 000 
NG POON Siig in snide cise ntinge sso steak jubined 1, 200, 000 |.............- 1, 200, 000 
SE SE On nn oc. aeeumaduaonaninneenes 650, 000 325, 000 975, 000 
Pees GUN ns ccs sdb nab andbiiisbcn dic iebi. 265, 000 240, 000 505, 000 
OIEIIIIES, 0 64. ncshsinidbénaitctscasis dhttankiabial 2, 250, 000 2, 250, 000 4, 500, 000 
Total 






eSencdececcqeencecnsosuncecamneneseceeseses ecece-- 6, 999, 715 5, 149, 715 


12, 149, 430 



































FOG, GOD fo nn sntcestnces 200, 000 
122,400 | ..0200545--0~- 122, 400 
Water treatment erppeends, 532, 500 300, 000 832, 500 
Pharmaceuticals --____-- ; ~eeteene - 1, 125, 000 562, 500 1, 687, 500 
Metal containers... ckbeesdbeenes dca bis blr 560, 000 280, 000 840, 000 
Eien 4a w sencncrpuiinntenbsunedndtbatimn inn dgiemenele 2, 539, 900 1, 142, 500 3, 682, 400 
Thailand: 
Catalytic cracking--...-......- asta ith ovens psc estate 325,000 |___- 325, 000 
eine DEPOUINRG. 65 nies escke serbeeiecsate oie ash 1, 725, 000 475, 000 2, 200, 000 
OUR. clvhedekil dastidiwoddici Be Mersats. ts ate’ ee. 2, 050,000 475, 000 2, 525, 000 
Turkey: 
Pharmaceuticals oscdhiigtten’ es 1,000, 000 }___. bbcaked 1, 000, 000 
Petroleum refining----_- --- ; 20,000,000 |......-_- 20, 000, 000 
Glycerine and soaps... -...............---...-- aa 1, 200,000 |_...-.._.--- 1, 200, 000 
no ene hake “ . es | 14,000,000 |....-._- -| 14, 000, 000 
Truck manufacture __- : i : ; - 2, 850, 146 |... } 2, 850, 146 
Rubber products. - - -- aia ea 160,000. }.......-..-. | 150, 000 
Hotel operations --___- iickeedadaesleeenseaaeee | ei 632, 000 
Lamp manufacturing. -..........-- Citin dhn cee =2 120, 000 j...... | 120, 000 
Waste oil refining nos Se alae . 84,000 |______. 84, 000 
Oil refinery 1 De oadteeteie es z3 _...| 20,000,000 | 20, 000, 000 40, 000, 000 
Tourism ae strate al 50, 000 <obate 50, 000 
Power development-_____--._-___- “a S ate 0 URS Sn cin 34, 383, 784 
Petroleum exploration !____- icimatend }.. 4, 400, 000 | 4, 400, 000 
Chemicals. ._.__. : ih ad ti ba 1, 500, 000 | hood & 1, 500, 000 
Petroleum explor: ation... wsvtnndyhhanbanbbadsia | 2, 630, 000 | 2, 630, 000 | 5, 260, 000 
ec ntiptocnmpseqesesmipeae +: pent <as tithe andinpein -| 98, 599, 930 27, + 080, 000 | 125, 629, 980 930 





See footnote at end of table, p. 190. 
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Country and products Converti- | Expropria- Total 











bility tion 
United Kingdom: | 

i 5). SR ORONO 1... oncans $2, 600, 000 
ee cena ae eigen oe ear : 50, 000 |. Ha 50, 000 
Machine tools... __- cheno eae es ae 1, 500, 000 | - 1, 500, 000 
Automatic screw machines...__.___.________- Peas ee fe ee 980, 000 
Graphite products_____.____ Phooceo Rit aa 1, 680, 000 |. __.. i. 1, 680, 000 
Photographic equipment ._______. 1, 500, 000 eial 1, 500, 000 
Apparel closures__..............-. ee a caet a 200, 000 |. . 200, 000 
Food processing. - -____- Sone | 562, 500 > aaneorineel 582, 500 
Air gages ._.._.__. eee eee ee ae ae a lillie ag | 500, 000 
Food processing _---_- a eee een eae | NE Cis wcccoelanyeet amie 625, 000 
inert MAGNIOETY .......,..-»-------------------.--- WEE LS eect ee 500, 000 

See4...-... ; a cca ieaarhaphactihcdediannaeaibdinoartoaad | 10, MEET, Toccncnacmmanan | 10, 697, 500 

ee ec cnmanuelad man | ‘B15, 727, 715 | "$203, 122, 072 | 518, 849, 787 





1 Also requested war risk guaranties. 
NorTEe.—12 applications for expropriation guaranties for a total of $118,026,287 (with 1 application open as 


to amount) also requested war-risk guaranties. It isimpossible to determine at this time the extent to which 
these projects will be eligible for war-risk guaranty contracts. 


SENATE CONFIRMATION OF FUND MANAGER 


Chairman Haypen. You may proceed. 

Mr. Dutton. The fifth and final element of congressional control is 
the requirement in the bill that the manager of the fund be appointed 
with the advice and consent of the Senate. 

There is one other point in connection with “borrowing authority” 
that I should like to make: This term has led some people to conclude 
that. the use of borrowing authority would affect the level of the 
public debt. This is not the case. The money for the fund would come 
out of the miscellaneous receipts of the Treasury, regardless of whether 
it was secured from the Treasury under borrowing authority or under 
an appropriation act. The level of the pubhe debt is determined by 
the relation of these miscellaneous receipts to expenditures, which 
would be the same in either case. 


AMOUNTS REQUIRED FOR FUND 


Now, I should like to discuss the amounts which we are requesting 
for the fund. These amounts represent a moderate increase over the 
approximate $400 million which we devoted to development financing 
in fiscal year 1957. 

We want this increase so that the fund can emphasize the two new 
types of activities, in trying to promote a self-sustaining rate of growth 
in the borrowing countries: 


PROMOTION OF PRIVATE INVESTMENT 


The first new type of activity would be to work more actively to 
promote private investment and enterprise, as provided in the bill. 

The fund would do this in several ways: 

It would lend directly to private businessmen who are prepared to 
invest their own resources. 

It would guarantee sound loans by private banks and businessmen, 
thus encouraging them to undertake new ventures. 
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It would lend to public, or mixed private and public, development 
banks in Asian and African countries, which in turn would make 
investment capital available to qualified private businessmen and 
farmers. Soi te 

It would buy obligations of new productive enterprises which it 
could later resell to private investors, as these enterprises proved 
their worth. 

It would finance projects which might create opportunities for 
private investment. For example, it might help to build a large dam, 
and private investors could then put up factories which would use 
the resulting power. 

It might join with private investors in financing specific projects. 
There might be occasions on which the fund would make a loan for 
part of a project, for example, with the understanding that Ameri- 
can investors would finance the remainder. 

For the most part, these activities to stimulate private enterprise 
are new in the mutual security program. They will only be possible, 
in fact, if we have the assurance of future resources that we are seek- 
ing. These activities are designed to bring more private capital 
flowing into development and will also bring in a crucially needed ele- 
ment—private managerial talent. They will help to show peoples 
who have had no experience with American capitalan the values of 
a successful free enterprise system. In the long run, they should 
reduce the need for our financing. 


JOINT FINANCING OF PROJECTS AND PROGRAMS 


A second new thing which we intend for the fund to emphasize will 
be the joint financing of projects and programs with existing public 
lending institutions: the Export-Import Bank, the World Bank, and 
its subsidiary the International Finance Corporation. 

For example, the fund might join one of the existing public lend- 
ing agencies in the financing of mutually interdependent projects. 
To take one illustration: The fund could finance the improvement 
of a harbor, which would make it possible for one of the existing 
banks to lend money for an enterprise which depended on that port. 

Here again is a new type of activity by the fund, which will re- 
quire additional money at first, but which in the long run should 
save money. ‘The more we can expand the operations of the Export- 
Import Bank and the World Bank, the sooner can we hope to reduce 
the long-term requirement for the fund’s financing. 

If we take our going rate of developmental financing and allow 
something for these two newly emphasized types of activities, the 
sums which we are requesting are conservative. If we provide signifi- 
cantly less than these sums the fund will probably not be able to 
achieve its essential purpose of stimulating both the borrowing coun- 
tries and other financing sources to increased activity. 

If the fund cannot achieve this purpose, I do not believe that it will 
succeed in promoting more rapid rates of growth. I look upon the 
fund essentially as a catalyst—designed to mobilize other resources 
for development. It is to mobilize these resources that it needs to be 
capitalized in amounts that offer prospective borrowers and invest- 
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ment partners alike a real incentive to join it in undertaking basic 
development programs. 

I do not believe that the amounts which we are requesting can be 
reduced on account of either money which is already in the pipeline 
or the operations of Public Law 480. 

All of the money now in the pipeline has already been obligated. 
If we do not get new money, we cannot make new obligations. We 
must be able to make new obligations if economic development in these 
countries is to go forward. 


SURPLUS DISPOSAL UNDER PUBLIC LAW 480 


The United States agricultural surpluses likely to be conveyed to 
less developed countries under Public Law 480 have been taken into 
account in determining the requirement for fund financing. These 
surpluses are a real resource, and they can contribute to the process of 
economic development. But, since they have already been taken into 
account, it would be double counting to subtract them again from the 
amounts that we are requesting for the fund. 

The local currencies earned under Public Law 480 and in other 
ways cannot be used in substitution for fund loans, as they would not 
meet the foreign-exchange need to which the fund’s loans would be 

addressed. 

There is, in other words, no shortcut to economic development. It 
takes investment in real resources to achieve such development. In 
the first stages we must contribute part of that investment, and we 
should do this through an instrument which is well suited to the task. 
That is why we are requesting capital for the proposed development 
loan fund. 

Chairman Haypen. If there are no further questions, we thank vou 
for your statement. 

Senator DworsHax. I have one question. 


EFFECT OF PROGRAM ON AMERICAN MINING 


Mr. Dillon, at the present time our domestic mining industry is fac- 
ing rather distressing conditions with depressed prices. That is the 
result of excessive imports of lead, zinc, and other minerals to this 
country. 

The record will show that, early in the decade of assisting foreign 
countries to rehabilitate themselves, a quarter of a billion dollars was 
spent in Africa and other areas to stimulate the production of minerals. 

Now, that job was so successful that today we find our domestic 
mining industry prostrate because of the fact of that large Franken- 
stein, you might say, which was created with American dollars 

Now, I am “asking you, in all sincerity, what is going to be done to 
avoid that situation in the future if this development fund is estab- 
lished, to prevent the creation of competition, whether it be in mining 
or in other areas, through this loaning program that will adversely 
affect our own domestic producer s? 

Are you fully aware of that situation ? 

Mr. Drtt0n. I am fully aware of that. I think it has to be taken 
into account. 

Senator DworsHak. I am glad to have that reassurance, because 
we have made a Jot of blunders in the past decade, or early in the 
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assistance program following the end of World War II. I am sure 
that, if we are going to have available American dollars to help build 
up the economies of these other countries, we must keep in mind con- 
stantly the need of having a mining industry and other industries in 
this country which are prosperous enough to pay taxes. 

Mr. Ditxo0n. I think one of the reasons, as I remember it, was that 
we felt at the time that there was an emergency situation; the inter- 
national situation and the possibility of war looked even more grim 
than it does now, and we felt that we had to build up a stockpile rela- 
tively rapidly. Therefore, they did this to get ‘hans metals more 


— than they could have been supplied by American industry 
alone. 

Chairman Haypen. The committee will stand in recess until 10: 30 
tomorrow morning, when we will hear Deputy Secretary of Defense, 
Mr. Sprague, and Mr. Holcombe. 

(Thereupon, at 12:30 p. m., Wednesday, July 24, 1957, the commit- 
tee was recessed, to reconvene at 10: 30 a. m., Thursday, July 25, 1957.) 
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THURSDAY, JULY 25, 1957 


Unttep States SENnATs, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The committee met at 10:30 a. m., pursuant to recess, in room F-37, 
4 Capitol, Hon. Carl Hayden (chairman of the committee) pre- 
siding. 

Decoent: Chairman Hayden, Senators Ellender, Robertson, Salton- 
stall, Young, Mundt, Dworshak, and Dirksen. 


MUTUAL SECURITY PROGRAM 


STATEMENTS OF JOHN L. HOLCOMBE, DIRECTOR, OFFICE OF. 
PROGRAMING AND CONTROL; HON. MANSFIELD D. SPRAGUE, 
ASSISTANT SECRETARY, INTERNATIONAL SECURITY AFFAIRS, 
DEPARTMENT OF DEFENSE; COL. HARRY H. CRITZ, DEPUTY 
DIRECTOR, OFFICE OF PROGRAMING AND CONTROL, ISA; AND 
J. E. MURPHY, CONTROLLER, INTERNATIONAL COOPERATION 
ADMINISTRATION 


MUTUAL SECURITY PROGRAM CHARTS 


Chairman Haypen. The committee will be in order. 


Mr. Holcombe, you have some charts you wish to show the com- 
mittee. 


Mr. Hotcomse. Yes, I do, Mr. Chairman. 
(The charts, to be subsequently referred to, follow :) 
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— through 
BETTER PLANNING (MAXIMUM USE OF COUNTRY CAPABILITY DATA) 
BETTER SCREENING (REGIONAL PRIORITIES-DATA AS TO ASSETS & USAGE RATES) 
BETTER FUNDING (LIMIT ADVANCE FUNDING TO REQUIRED LEADTIME) 
BETTER. ADMINISTRATION (COORDINATE INSTRUCTIONS AND PRODUCTION 
PLANNING-KEEP ON SCHEDULE) ; 


BETTER DEFENSE FOR THE FREE WORLD | THROUGH BETTER 
BETTER USE OF OUR $ $ $$ 
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CHANGES IN PROGRAMING PROCESS 


Mr. Hotcomss. Mr. Chairman, I will discuss the changes in the 
programing process that have taken place since I last appeared before 
this committee, and how those have affected the program. Particu- 
larly, how they have resulted in a lower requirement for funds than 
was requested of the committee last year. 

About 15 months ago the Department of Defense made a complete 
survey of the programing process to determine how it could be made 
more effective within the amount of funds available. 

It was determined initially that a major problem resulted from the 
fact that the program was out of phase with other defense require- 
ments. 

The estimation of requirements and presentation of them to the 
Congress came much later in the fiscal year than those of the military 
departments. This, in turn, led to production and procurement pro- 
graming being a follow on to the normal planning for production by 
the Army, Navy, and Air Force. The actual implementation of the 
program was then condensed into the last part of the fiscal year. 

All of these things made for less effective programing and required 
more funds than would have been necessary had the military-assistance 
program been incorporated in the regular defense military program. 

Being later than the other programs, the next year’s program had 
to start at the planning stage before the prior year’s program was 
fully implemented. Thus, there was no firm basis for the projection 
of future programing. 

Lastly, there was inadequate data for critical review that was neces- 
sary and which was conducted routinely for the Army, Navy, and 
Air Force program. 

Having identified these major problem areas and some other minor 
ones, it was possible to take corrective action. This was done im- 
mediately. 

IMPROVEMENT IN TIMING PROCESS 


The obvious answer to the program being out of phase was to begin 
it earlier. The program which is before you, the 1958 program, was 
started 2 months earlier than the prior-year program. The program 
which we now have in process for 1959, has been advanced another 2 
months, or 4 months over 1957. 

It was also possible to shorten the period in which the program was 
prepared and at the same time improve the preparation and estimating 
process by combining and coordinating the instructions which had 
formerly been issued from various echelons and levels in the Depart- 
ment of Defense. 

Similarly, by combining the hearings which had formerly taken 
place ad seriatim the time was compressed and each agency had a 
chance to put out on the table the problems that were concerning It 
so that better results could be achieved. 

With the improvement in the timing process, the problem of a firm 
basis in prior-year programs for the new year’s program was solved 
and in this year, 1958, no request for new funds was made until there 
was a firm decision as to the application of all funds for 1957 and 
prior years. This process has turned up some funds which were found 
to be unnecessary or which might be called savings. 
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Lastly, much data for critical review was provided in an areawide 
list of military priorities from each of the unified commands, 

The country teams submitted unified and uniform reports on actual 
consumption of maintenance type of items and the actual assets on 
hand. The country team, including political and economic experts, 
were asked to provide coordinated views on the estimate of the 
country’s capabihity. either to buy in the case of advanced countries, 
or in the case of poor countries their capability to utilize the aid which 
was actually recommended by the military assistance group and the 
country team. 

COUNTRY TEAMS 


Senator E.ttenper. When you say “country team,” do you mean 
MAAG? 

Mr. Ho.tcomer. The country team includes the MAAG, but it also 
includes the International Cooperation Administration and _ the 
Ambassador. 

Matters of country capability, since they involve economic and 
political considerations, cannot be handled by the MAAG alone. 

The MAAG is represented in all of those determinations. 

The first thing that we were seeking, then, was to advance the pro- 
graming so that unnecessary lead time would be eliminated. This 
can best be shown by charts starting with 1956. 


ALLOCATION OR RESERVATION OF FUNDS 


The point at which the program actually gets into operation is 
when a Hocat ion or reservation of funds is made to the military depart- 
ment, which is our supply agency. 

In 1956, as you can see, most of the funds were made available and 
supply action started in the last quarter of the fiscal year. That 
means that if the military department got its own funds, as it gen- 
erally does, in July, and our funds are made available way out here, 
there is almost an extra year’s lead time for which financing and 
carry-forward funds are required. 

So by pushing forward this time, less carry-forward funds are 
necessary and the total lead time is compressed. This, I think, will 
answer your question, Senator Ellender, of why military assistance 
has required so much greater lead time and so much forward financing 
than has been true of other programs in the military. 

Senator Ex.ienper. Is it true that our armed services get their 
money at the same time that ICA gets its money for foreign military 
assistance ? 

Mr. Hotcomer. That is substantially true; yes, sir. 

Senator ELtenper. Now, when did you make out your case, so as 
to convince the Congress, that you needed X number of dollars? 

Mr. Hotcomse. That was done in the prior year. This is the year 
for which the funds are available. Congress met in the January before 
and the presentation was made sometime in the 6 months before this 
July 1. 

Senator Ettenper. How are you changing that now ? 

Mr. Hotcomse. We are proposing that it be changed. We cannot 
change it. Weare still presenting a program in the latter part of July. 

Two actions would be necessary in order to make the change and 
those have been requested. 
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CONTINUING AUTHORITY 


No. 1, there be continuing authority, or, at least, 2-year authority, 
so that we don’t have to go through the whole authorization cycle 
before the appropriation cycle starts. 

It is impossible to get on the regular military cycle unless we have 
the same advantage that the military departments have in that regard, 

No. 2, the funds be appropriated in the defense budget so that 
we can justify them in accordance with the same cycle as the Depart- 
ment of Defense. 

Senator Exrtenver. Would you say that under the old system, that a 
great deal was guesswork ? 

Mr. Hotcomesr. Yes, sir. As I indicated in the difficulties we had, 
there is always guesswork in estimating in the future. The closer you 
se get to the time you are going to operate, the less guesswork you 

ave. 

I should also add that whenever you have to ask for funds and then 
negotiate with a foreign government for certain conditions under 
which those funds will be used, you have introduced another element 
of uncertainty, which is elemental in this program. 

Senator Eitenper. To what extent, if any, will you rely more on 
this team in the future, than you have in the past ? 

Mr. Hoxcomse. We do not intend to rely more on them at all, Sen- 
ator. We intended, as a matter of fact, to analyze and review more 
closely in Washington what is done in the country team. 

at we are trying to do is to get better data and more of the ra- 
tionale that goes behind their opinions so that they can be reviewed 
here in Washington. 


POLICY AT WASHINGTON LEVEL 


Senator Ex.tenper. As I have reported to Mr. Wilson, when I re- 
turned from my last visit, I was astounded at the statements made to 
me by our MAAG representatives overseas. They told me that their 
views and suggestions were not heeded by the people on the Washing- 
ton level. 

Did you find that to be true? 

Mr. Hotcomee. That is true, Senator. I have just come from 3 
years overseas as Mr. McNeil’s deputy for Europe. 

One of the things we are trying to do is to get a coordinated country 
team opinion so that it can be considered at the highest level here. 
But the country team recommended programs will not be approved, 
obviously, without review at this level. 

Senator Exrenver. Is it your view, then, that your new approach 
will considerably change the present method and you will give more 
credence to the people in the field? 

Mr. Hoicomse. It will assure that, we have their views, Senator, 

Senator ELtenper. That was one of the weaknesses, in my humble 
opinion, in the past. 

Mr. Hotcomse. That is correct. 

The program you have before you is based on the 1957 program. 
Starting from last spring we have already considerably advanced the 
time funds become available to the military departments and starting 
supply action. In other words, instead of starting in the last quarter 
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we were able to provide the bulk of the funds to the military depart- 
ment for supply action in the latter part of December and the early 
art of January. 
However, this is not good enough. We started with a new system, 
only 6 months ahead, and had to make a complete revision of the 1957 
program. It already shows considerable improvement. 





BASIS OF 1958 PROGRAM 


The program now before you, the 1958 program, is based on still 
further improvement. It is based on getting funds for the major 
part of the program to the supplying services within a matter of a few 
weeks after the appropriation is approved and available to the execu- 
tive departments. 

This again obviates the necessity for advance funding and leaves 
the necessary amount of time for careful production planning and for 
actual procurement lead time. 

Now, if this advance in getting funds to the supplying services were 
not possible, the $500 million saving, or the total reduction in avail- 
ability which we have contemplated and on which we have based the 
1958 program, would not be possible. 

May we look now at the total program that was requested of the 
Congress. 

METHOD OF OBTAINING GOODS FROM MILITARY 


Senator Exienper. Before you go to that, Mr. Holcombe, to what 
extent, if any, have you changed your method of obtaining the goods 
om our own armed services ¢ 

Will you pursue the same course as you have in the past ? 

Mr. Hotcomeg. There will be some differences. ‘The materiel is to 
be taken from stock if it is available. Last year for the first time 
we required the military departments to submit their plan of pro- 
curement in advance of getting funds, including where they were 

oing to get the items and how soon they were going to deliver them. 
Bo we now have in advance a procurement or supply plan from the 
supplying services that is not after the fact, as it has been in the past, 

This has permitted a careful examination to responsible offices of 
whether these items were really excess. For example, the Assistant 
Secretary of Defense for Supply and Logistics. It has also permitted 
a review by the Bureau of the Budget and other interested agencies. 

Senator Exrenper. Will it be the plan of our Government to give 
to those people military equipment similar to that used by our own 
soldiers ¢ 

Mr. Hoxtcomer. That is a matter which is being carefully studied. 
Obviously in many cases you can’t give them the same kind. : 

Again, we want the recommendations of military assistance advisory 
groups and, more particularly, of the unified commander in the area 
concerned who has the responsibility for United States forces and, in 
case of an emergency, the United States war plan. 















USE OF DISCARDED MATERIALS OF WAR 


Senator Extenper. I am certain you are familiar with the charge 
that has been made by some of our allies, and I think justly so, that 
we use their countries as dumping grounds for our obsolete military 
equipment. 


204 MUTUAL SECURITY APPROPRIATIONS, 1958 


Mr. Hoxtcomse. I am, sir. We are trying to make sure that the ree- 
ommendations of the MAAG chief and unified commander are not 
tinged with normal service desire to turn over their stocks. They 
can then be weighed against the military department’s recommenda- 
tion that substitute equipment be furnished. Those are fully con- 
sidered. 

TOTAL APPROPRIATION REQUEST 


The total appropriation requested of this Congress last year, not the 
amount allowed, was $3 billion, plus $166 million reappropriation, 
or a total of $3,166 million. The Congress actually provided $2,017 
million plus $195 million reappropriation, or a total of $2,213 million, 

Now, there is no program that is exactly $500 million apart. So we 
can’t isolate specific items that made up the $500 million savings that 
was reported to the Congress. 

We had a program which was justified to Congress last year in the 
amount of $3,166 million. We actually implemented a program which 
took into account not only the reduction of $953 million by Congress, 
but another $500 million, or a difference between the program actually 
implemented and the program requested of $1,453 million. 

This is the difference between the request and the actual program 
which we can reconcile. 

In addition to the amount showing on the chart, there is a carry- 
forward of about $414 billion which also was available for careful 
consideration as to its necessity and which went to make up part of 
the billion and a half dollar reduction. 


CREDIT FOR REDUCTION IN FUNDS REQUIRED 


Senator ELLenver. To whom will you give credit for this reduction 
of $1,453 million? What part did Congress play ? 

Mr. Hotcomse. I think there is enough credit due for everybody to 
getsome. Certainly the pressure put on by Congress was an important 
factor. 

This reduction of $1,453 million is the result of many hundreds of 
changes in the program—some additions, some deletions. 

However, about seven major categories account for substantially the 
entire amount. The first three items are spare parts, ammunition, and 
consumables, the type of items which are normal routine maintenance 
items for which we had large amounts of carryforward funds and on 
which we had relatively little information on actual consumption and 
assets on hand. 

EXCESS INVENTORIES OF SPARE PARTS 


By getting reliable information on consumption and assets on hand, 
and by making sure that we had all our prior year money programed, 
we found that we had funds excess to our requirements in this area. 

With the time saving that was made in the programing cycle a con- 
siderable reduction was made in the lead time required. 

Senator Evtenper. To what would you attribute the fact that you 
had too many spare parts? Is it due to the fact that proper inventories 
were not kept ? 

Mr. Hotcomsr. No, sir; it was three things. 
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In the first place, we did not have adequate data on the amounts the 
countries were actually using. In some cases we were shipping on the 
basis of what we had delivered last year instead of what they had 
actually used. 

Secondly, the change I have shown means that you don’t have to 
finance this large portion of lead time. That is several hundred mil- 
lion dollars right there. 

Thirdly, the fact that we were able to allocate all of the 1956 funds 
meant that we were able to put more of the funds against this require- 
ment than we thought possible at the time we came to Congress. 


HARDWARE SENT TO BELGIUM AND THE NETHERLANDS 


Senator E.tenper. My reason for asking that is simply this: As I 
reported to the committee, I found that much of the hardware that was 
sent, let us say, to Belgium, the Netherlands, or to other parts of the 
world, was used in many instances, only 30 to 60 days per year, for the 
reserves, and, therefore, the wear and tear on spare parts was small, 
Is that one of the contributing factors? 

Mr. Hotcompe. That is correct, sir. When we got last year’s actual 
consumption and based our budget request on that instead of looking 
at the book, it proved to be less than previously programed. 

Senator ELtenper. In my report to Mtr. Wilson I pointed that out. 
I found that a great deal of this hardware was located in warehouses. 
For the life of me I could not see how they would be able to consume 
all of the spare parts that were made available. 

Mr. Hotcomer. I agree, sir. We have made these reductions with- 
out turning down any recommendation for spare parts that were re- 
quired and where the country could not buy them for itself. 

Senator Extenper. The $755 million which you have spoken about; 
is that a saving ? 

Mr. Houcomss. I would not call it a saving. Part of it represents 
money that Congress never gave us; you can’t save that. 

Senator ELtienper. Nevertheless, it is a saving, because in the ordi- 
nary routine you would have requested that much money to continue 
supplying spare parts that were not really needed. 

Mr. Hotcomer. In any case, it is a reduction in requirements. 


QUALITY OF CONSUMPTION-REPORTING SERVICE 


Senator Dirksen. What is the reason there was not a better con- 
sumption-reporting service in the field, so that you had a more ade- 
quate idea? I simply do not understand how a field commander, or 
an administrative head in the field, did not keep a good check on his 
inventory and some kind of measure of consumption. 

Mr. Hotcomse. Some of this inventory is not in the field. Some of 
itis in United States depots. Some of it isin the pipeline. 

There were rudimentary and fragmentary reports. One of our 
problems is that the people in the MAAG’s very frequently do not 
have a long period of duty there. Moreover, they have not had this 
kind of duty before. Working through a foreign supply service re- 
quires specialized knowledge. 

Well over half of our MAAG personnel have a tour of duty of less 
than a year and a half, and a considerable number of them stay with 
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the MAAG only 11 months. So, it became necessary to put out very 
clear and precise instructions and then give them time to get the data, 

We won’t pretend that the data we vot last year was perfect. That 
was the first year. We are trying ot “refine these data. But we did 
two things. In the first place, we issued precise instructions, so that 
we got a uniform report of required information. This was on the 
basis of experience we had had, particularly in my previous office in 
Europe, in going in and making this kind of analysis with particular 
countries. 

Secondly, we gave them more time than had been possible in previ- 
ous years to get this data together. We found that in some cases the 
amounts that they were actually using were much less than we had 
been programing for. 


SPECIFIC CASE OF PROGRAMING 


Senator Dirksen. Let us take a specific case. Suppose you were 
going to program, and had actually agreed that it was to be pro- 
gramed, for a half dozen antiaircraft guns to go out to Vietnam. 

Let us start with your inventory here at home for the moment. 

Certainly somebody must know that there are antiaircraft guns 
and where they are; that without having to chase dispatches “and 
radio signals all over the country there should be an index of some 
kind that will say, “Look; here we are; total them up. There are so 
many at Decatur, Il].; so many at Alameda, Calif., and so many at 
New Orleans, La.” 

Mr. Hoxicomeer. We are talking here about spare parts. 

Senator Dirksen. I do not care; spare parts and ammunition. Let 
us take 155-millimeter howitzer ammunition. You trace that. 

Mr. Hotcomer. When we took the actual amount that was fired for 
training, we found that many of the countries should have shot more 
than they were actually firing. They were not getting the additional 
training; they were putting the ammunition in reserve and using a 
lesser amount. 

We simply said, “This is ammunition for training. If you use it for 
training that is the amount we will give you next year. If you don’t 
use it for training, we won’t give you that amount next year. We 
will only give you the amount you use.” 

This adds incentive for the country to use more ammunition for 
training because they are not going to be able to put it in reserve con- 
tinually. If they don’t. use it for the purpose for which it is provided 
they won’t get more of it. 

This fact alone resulted in large reductions in the amount of ammu- 
nition supplied. We had been providing the amount required for 
training whether they used it for training or not. 


REDUCTION OF TRAINING FROM 66 TO 30 DAYS 


Senator Errenper. Mr. Holcombe, is it not true that estimates were 
made for ammunition based on 60 days of training and they changed 
the training to 30 days without informing us? 

Mr. Hotcomee. That is right, sir. 

Senator Evtenper. And used less material? 
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Mr. Hoxcomnr. That is right. 

Senator Exrenver. I found a place where they trained 60 days 
every 2 years rather than 30 days ever year. Yet they received ammu- 
nition based on 60 days training each year. 

Mr. Horcomer. That is right. 

The important thing, Senator, is that these are not big items. The 
spare parts in themselves are hundreds of thousands of items as is much 
of the ammunition and consumables. 

So it was necessary to consider this thing not on the basis of items, 
but to go to the technique of considering total dollar volume of con- 
sumption and getting some units of measurement which had not previ- 
ously been used in the military assistance advisory group. 

Senator Dirksen. Against two items, the one on advanced weapons 
and German stockpile? 

Mr. Hotcompe. Yes, by making the large reduction in the norma] 
consumable every day type of things it was possible to provide the total 
amount of advanced weapons without any other reduction. 

I have a specific chart on that and I would like to discuss that a little 
more in a moment, if I may. 


ITEMS IN GERMAN STOCKPILE 


It was reported to Congress last year that there were items in the 
German stockpile over and above the Nash commitment which we 
now expect to have in a military sales program. 

It was further reported to Congress that to the extent that items 
which we had formerly programed and put into this stockpile for 
grant aid could be sold either to Germany or used in other programs, 
the savings would be reported to the Congress, 

One hundred forty-seven million dollars of the lowered require- 
ment is due to the use of the German materiel. That is being reported 
to Congress and is included in the $500 million as was promised last 
year. 

Thirty-six million dollars was reduced in training without cutting 
out any essential training, that could not be provided by the country 
itself, and where the country could provide people with the necessary 
langus ige and technical background. 


SCOPE OF TRAINING 


Senator Eiirenper. What is included in that training? Is that for 
MAAG support? 

Mr. Hortcompr. There are generally four kinds of training. It is 
training in United States schools, either in the United States or 
abroad, mostly in Germany. It also includes the cost of technical 
representatives and mobile t aining teams that actually train on the 
ground. And, lastly, certain mission training expenses of travel and 
so forth of our own United States military training people. 

Senator Exxenver. That is in addition to the M AAG people? | 

Mr. Honcomer. These are the people who are engaged in the train- 
ing, not the people who are eau in the MAAG operations, pro- 
graming, and that sort of thing. 
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TOTAL EXPENDITURES FOR TRAINING 


Senator Extenper. How much do we spend in that category of 
training? 

Mr. Horcomer. There was $103 million, if my memory serves me 
correctly, requested of the Congress last year for 1957. The amount we 
actually expended in this program was something in the order of 67, 

Senator ELitenper. Do you attribute that to the lack of interest on 
the part of the host countries? 

Mr. Hoxicomer. We went back and said how much of the trainin 
spaces that were allocated last year we were able to fill. We found 
that over a period of years the amounts requested exceeded the amount 
programed. 

We went into those countries where the spaces had not been used, 
and asked why they had not been used. We found in some cases there 
were not enough people who spoke English and had the necessary 
technical background to fill the number of spaces requested. 

So we made the kind of analysis we would make for our own train- 
ing program and said “If you are not going to be able to provide 
qualified people, there is no point in putting up the money for those 
spaces which cannot be filled.” 

In some cases we decided the countries could pay for the training, 
or they can provide it for themselves. Such cases were cut out of the 
program, and they were told that we would be glad to give them the 
training, but on a reimbursable basis. 

It was that sort of analysis that led to this reduction of $36 million. 


TRAINING IN USE OF HARDWARE 


Senator Exnenver. Is that training relegated to the use of our 
hardware? 

Mr. Hotcomee. It is substantially all in the use of our hardware. 
Some of it is tactical or orientation-type training which is to learn 
our methods and permit them to run an organization and to fight with 
an organization in the same way we do, or, at least, compatible with 
us so that we can fight together. 

Senator ELtenper. Do the host countries contribute to that? 

Mr. Hotcompe. Yes. 

Senator Exienper. In what way. 

Mr. Hotcomer. It depends on the country. Generally all of the 
local currency 





BELGIUM TRAINING PROGRAM 


Senator Ettenver. Let us take Belgium for example. 

Mr. Hotcomer. In Belgium, in the first place, a large part of the 
training is on a reimbursable basis. They pay for the whole thing. 

Secondly, when we do have training, we bring in a mobile train- 
ing team, or a technical representative. They pay the Belgium franc 
cost generally and we pay the dollar cost. So the cost of that man’s 
special allowances, of his travel, and the equipment and supplies that 
he uses, are paid for by Belgium. We pay the dollar salary and the 
other dollar components. 

Senator Ertenver. Dollar salary to our own people? 


e 
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Mr. Hoxcomsr. To the technical representatives, which is paid, for 


example, to an aircraft company to get a man over there to teach them 
how to use a new type of aircraft. 


Senator Etuenper. Are they Americans? 
Mr. Hotcomne. Yes, sir. 


The last item is $36 ‘million for Yugoslavia which is the result of a 
congressional recommendation. 


OVERALL REDUCTION IN FUNDS FOR SPARE PARTS 


To go back to the spare parts for just a moment and show you 
just how this change was effected, the total amount requested for spare 
arts in new obligational authority last year was $559 million, but 
when we got the full program settled for 1950 to 1956, we found we 
had $1,319 million to carry forward for spare parts and components. 
With the type of analysis I have just been talking about we found 


the amount we actually required was $1,123 million divided as you 
will see between new and old funds. 


That could have been done several ways. 
duction of $755 million. 


Now, in 1958, the same type of analysis that resulted in reduction 
has already been made with the result that we are still further bring- 
ing down the total availability to $1,113 million, including both the 
carryover from the prior fiscal years and the new funds “requested. 

Senator Ettenper. Mr. Holcombe, for you to be able to do that, you 
must presently have an inventory of spare parts in the 
tries. 

Mr. Hotcompr. We have the total dollar value. We don’t have 
an inventory item by item. That would be impracticable for the large 
numbers we have. We don’t pretend that inventory is perfect yet. 
We are still working on it. We do now have a knowledge of consump- 


tion and of assets on hand which is much better than anything we have 
ever had before. 


This represented the re- 


rarious coun- 


ACCOUNTING REQUIREMENTS FOR OFFICERS IN CHARGE 


Senator ELtenprr. Now, have you any requirement on the part of 
the officer who leaves and who is succeeded by another, to give an ac- 
counting of what was done during his tenancy ? 


In other words, do you employ the system used by our own Armed 
Forces ¢ 

Mr. Hotcompe. No, sir. The same system is not applicable. In 
the United States supply system there are items for which the officer 


is accountable which he has in his custody and which he can be made 
topay for if they turn up missing. 


enator ELLENDER. The same principle is involved ? 

Mr. Houtcomee. The procedure does not follow because it is not a 
supply accountability procedure. The MAAG is required to show 
in each year what happened to the materiel that was provided last 
year, what assets are on hand and why there should be any more pro- 
vided to that country. This is substantially the same thing, although 
i does not follow the exact Army regulations and it can't, obvious- 





Senator ExL_enper. I thought the same principle applied. 
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Mr. Hotcomsps. The same principle does apply. 

Senator Dirksen. Mr. Holcombe, let us look at that a little more, 

You say at the bottom “Status, June 30, 1956.” 

Mr. Hotcomese. That is right. 

Senator Dixsen. A little more than a year ago. 

Mr. Houtcompe. Yes, sir. 

Senator Dirksen (reading) : 

Undelivered on l'ebruary 29, 1956, $1,319 million. 

Mr. Hotcomse. That is right, sir. 

Senator Dirksen. Were those parts in being, or were some of those 
to be manufactured ? 

Mr. Hotcomer. They run all the way from parts which were, for 
example, in Chateauroux Depot, just awaiting requisition from some 
country, to funds which had been given to the Air Force, the Army, 
or the Navy, and which were in an undistributed and commingled 
account for purchase with their own spare parts. 

Senator ELtenper. Some of it was unobligated ¢ 

Mr. Hoicomse. It was obligated according to the law. 

Senator ELLENDER. You mean according to the law you set up, not 
according to our understanding ¢ 

Mr. Hoxcompe. According to the system that has been approved 
by the Comptroller General of the United States. 

Senator Dirksen. The top figure of $1,878 million represents spare 
parts in being, what you estimated you were going to have to ‘have 
plus the money that Congress provided in the "1957 program of $559 
million. 

Mr. Hotcomer. Not provided. This is the amount that was re- 
quested. The Congress made a reduction of $953 million which we 
cannot attribute to any particular category. 


MAXIMUM LEAD TIME ON PARTS 


Senator Ettenper. But there were parts in being and parts that you 
expected to order. 

Now, what was the maximum lead time on parts? 

Mr. Hotcompr. Some of it very long, probably as much as a year and 
a half. But most of it is shorter than that. ‘The actual production 
and procurement lead time generally runs less than a year. 

Senator ELLeNpeR. So on parts that is no partic ular problem. 

Now, in your next column on the chart, you figure that on the basis 
of the 1950-56 program, you needed only $1,123 million, instead of 
$1,878 million for your parts? 

Mr. Hotcomee. Yes, sir. 

Senator ELienper. So you have reduced both money and parts in 
being ? 

Mr. Hotcomse. That is right, sir. 

Senator Exxenper. By something more than $700 million ? 

Mr. Hoxcompe. $755 million. 

Senator Extenper. What is the likelihood of revising that figure, on 
the basis of experience, where you may be able to make further cuts? 

Mr. Hotcomsr. We have contemplated a small additional reduction, 
Senator. 

Senator ELtenper. $10 million. 


—_ of 


—+ oe tek OO 
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Mr. Honcomse. Yes, sir. 

What we have done in this is take into account some further reduc- 
tions. In other words, we have already netted out of this the savings 
in lead time, that will be made here. If we did not get the money to 
the services to start this process at an early date, the $1,113 milion 
would not be enough because, as you can see, this represents a consid- 
erable portion of this lead time. 

We have told the services to assume that they would get the money 
and to plan on the basis that we would get the money early in the 
fiscal year. 

So to a considerable extent we have taken into account further im- 
provements that can be made. How far we have gone depends on how 
much additional improvements we are able to make. 


TOTAL SPARE PARTS ACCOUNT 


Senator Extenper. So the $1,113 million is your total spare-parts 
account, parts which you have on hand, parts which you have on order, 
and parts for which you are asking money for fiscal 1958? 

Mr. Hotcomser. That is correct, sir. 

Senator E:tenper. And that is your spare-parts account for the 
whole military program for every country in the world who receives 
assistance from us? 

Mr. Hotcomse. That is correct, sir, for the whole military assistance 
program. 

UNOBLIGATED BALANCES AND RESERVES 


Senator Extenver. Mr. Holcombe, I would like to ask you another 


question on unobligated balances and reserves. I notice in the mutual 
security program status of funds as of April 30, 1957, that our total 
unexpended balance was $7,264,554,358, out of which you had $2,606,- 
699,684 in the reserve portion and $4,248 million unobligated. 

I wish you would give us the difference between those two cate- 
gories of funds. 

Mr. Hotcomer. This is the total of the mutual security appropria- 
tions, not limited to military aid, I think it might be more appropriate 
for the ICA Comptroller to reply. 

Senator E.itenper. Let us make it apply to the military. Forget 
about the amounts. What I am trying to find out from you is the dif- 
ference between reserve funds, unobligated funds, and whether or not 
these so-called reserve funds are deobligated at times and placed back 
in the status of unobligated funds? 


COMMON ITEM ORDERS 


Mr. Hoxtcomse. The amounts there referred to as reservations are 
the amounts for so-called common item orders. 

Where the military departments are buying the same item that mili- 
tary assistance is buying, the law requires, and quite properly, that 
the procurement be in common, that they be done together, so that 
we don’t have to duplicate the administrative cost. 

Therefore, the Department of Defense provides money to the mili- 
tary department that has that procurement responsibility. They com- 
mingle it with their own funds and they make procurement as neces- 
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sary to replace their stocks. They may provide it to us from stock 
or from this new procurement. We can’t tell; it is commingled. 

Senator Evtenper. When that is done, however, do you specifically 
state what you want, how much it will cost, or do you simply make a 
guess ? 

Mr. Hotcomnsr. No, sir; this is a common item order that specifies 
by line item, for all main items, the number we want, the exact ¢ 
ond the kind of equipment we want on it. Everything except the 
color. 

For minor items it is done by categories. For example, spare parts 
for F-84’s, or for such and such a destroyer. 


DEOBLIGATION OF RESERVE FUNDS 


Senator E.tenver. To what extent have these so-called reserve 
funds been deobligated and returned to the unobligated? You have 
had instances of that, I know. 

Mr. Hotcomse. That is correct. Where we have found that the 
amounts reserved are in excess of requirements we have asked the sery- 
ice, the military department, to take on a new requirement for that 
same amount of funds and to absorb in their military stocks, to the 
extent possible, the amount which was no longer required by the mili- 
tary assistance program. 

Where it is not possible to absorb, then, of course; we have to have 
some other kind of adjustment, perhaps even a termination of con- 
tract with the resulting charges. 

‘ Denator ELLenpvER. When you say “absorb,” you mean by our Armed 
orces ? 

Mr. Hotcomng. Yes, sir. It isa common item. If they bought too 
much for us, or we have too much in the pot for that, we ask them to 
absorb the difference and let us put it on something we need imme- 
diately. 

Senator Exttenper. In case the goods cannot be absorbed and there 
is a cost on the contract, then I assume this fund is charged its propor- 
tionate share. 

Mr. Hotcomee. That is correct. 


CANNIBALIZING SPARE PARTS 


Senator Dirksen. Does cannibalizing spare parts from unservice- 
able equipment figure substantially in this amount ? 

Mr. Hotcompr. That has been done right along, Senator. There 
has been no great change in that phase of the thing that would account 
for any great difference. 

Senator Dirksen. Do you maintain bookkeeping entries on it, or 
do they just do it in the field ? 

Mr. Hotcomer. We reduce it from the requirements at the field level. 
If extra equipment is available for which there is no other use except 
for cannibalization, such as old World War II type equipment, they 
are not provided spares for that because they aready have a source for 
their spares. 

NEW OR ADVANCED WEAPONS 


With the reduction in the normal routine day-to-day items it was 
possible to put greater emphasis on the high priority modernization 
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items. For example, in the field of new or advanced weapons the 
total request to the Congress last year was $553 million for missiles, 
modern aircraft (such as the Century series), early warning radar, and 
certain submarine detection equipment, such as sonar. 

The same type of technical analysis was made in this program as 
was made in other programs. It was found at the outset that there 
was $44 million that had to be added to this for test equipment, ground 
handling equipment, and for training, which had not been included 
in the program submitted to Congress. Therefore, our total require- 
ment on the basis submitted to Congress would have been nearly $600 
million. However, by a careful look at the prices, we found $38 mil- 
lion could be taken out. 

Similarly, by deferring items which could not be produced within 
the normal fund lead time, by looking at the country’s capability to 
buy, and by looking at those on a sales basis rather than grant basis, 
there was a reduction in total requirements to $409 million. This $409 
million has in fact been financed without any reduction of an actual 


firm basic requirement in spite of the reduction by the Congress of 
$953 million. 


SITUATION IN GERMANY 


Senator Exienper. Can you give us a breakdown of what countries 
were able to do more and thereby save $409 million ? 

Mr. Hotcomesg. The principal one is Germany, but there are also—— 

Senator Erzenper. Is that not due to the fact that they are not 
ready ? 

Mr. Hotcomss. No, sir; they have already agreed and we have a 
contract to sell some Nikes to them, for example, which were in this 
amount last year. 

Now, some of them have had to be partial agreements. For example, 
an agreement in some countries that-they will provide all the attrition 
aircraft if we will provide initial equipment, ‘There are some negotia- 
tions that are still pending, but we have not put up the money. We 
are still working with the country to try to get them to take on this 
responsibility and pay us part or all of the funds required for this 
sort of thing. These are modern advanced weapons. 

Senator Dirksen. On your next chart you show $151 million in 
sales in fiscal 1958. In addition to Germany, what other countries 
will be in a position to go on a sales basis? 

Mr. Hotcomse. May I go off the record ? 

Senator Dirksen. Yes, sir. 

(Discussion off the record.) 


ASSISTANCE TO WESTERN EUROPE 


Senator E.itenper. As I pointed out 2 or 3 days ago, in this budget 
we have appropriations for Western Europe, including Greece and 
Turkey, of $300 plus million of special funds, and then out of the 
President’s funds, another item of $300 plus million, making a grand 
total of $700 plus million. That is correct, is it not? 

Mr. Hotcomse. I will have to ask Colonel Critz to check that figure. 

Colonel Crirz. The general situation on our unexpended or un- 
delivered balance, Senator, is roughly as follows: 

As you mention, it was $1,488 million as the total. 
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Senator Dirksen. For Europe? 

Colonel Crrrz. For Europe as a whole, sir. 

Senator Dirksen. Do you want this on the record ? 

Colonel Crrrz. I can correct it later, sir. 

Of that total, sir, ———— million dollars is for Germany and 
million dollars, roughly, is for the United Kingdom—two countries 
for which we are requesting nothing in fiscal year 1958. 

Senator E.vtenprer. How much for the United Kingdom ? 

Colonel Crrrz. ———— million dollars, but for neither of these 
countries are we requesting any of the material in 1958. 

Senator Exvienper. Is that due to the fact that you have given 
them enough in 1957 to take care of 1958? 

Colonel Crrrz. And in addition, sir, they are taking on more and 
more of the burden themselves. 

Mr. Hoicomsr. The United Kingdom has nothing in either 1957 
or 1956, sir. 

OFFSHORE PROCUREMENT 


Senator Eitenper. How much are you giving them for offshore 
procurement ? 

Colonel Crrrz. In fiscal 1958, our total offshore program is not to 
exceed $75 million and over half of that will be in the Far East as 
— to Europe. es 

Mr. Hoicomse. We are not giving them anything because all we are 
buying in offshore procurement in Great Britain is something that we 
can’t get anywhere else. Such as parts for Centurion tanks or am- 
munition for the 25-pound gun. 

Senator ELttenper. Did the United Kingdom receive a large part 
of the $3 billion plus offshore procurement that you have given since 
1950, in fiscal year 1957 ? 

Colonel Crrrz. Not in 1957, sir. 

Senator ELLENpER. 1956? 

Colonel Crrrz. 1956. Not much, sir. Our 1957 offshore procure- 
ment was $65 million around the world total. 

Senator Ex.enper. Total offshore procurement was in excess of $3 
billion since the program was initiated ? 

Colonel Crrrz. $2.7 billion. 

Senator E.tenper. There is also something coming from the De- 
partment of Defense appropriation. 

Colonel Crrrz. I am not including defense purchases. 

Senator Ex.tenpver. That amounts to over a billion dollars, as I 
remember. 

Colonel Crrrz. I haven’t any record of what the services buy, sir, 
but as far as our program is concerned for the past 7 years, it is $2.7 
billion. 

Senator ELienper. With military assistance funds the foreign aid 
bill was $2,715 million and with the Department of Defense, which 
was operating the same way, there is paid over to our allies $1,062 
million, for a total of $3,814 million, is that correct ? 

Colonel Crrrz. Yes, sir. In this program, Senator Ellender, a 
very minor part is going to the United Kingdom. 

Senator Ex1enper. Of course. You have already given them quite 
a bit. I was informed last year that they are now in the process of 
surrendering part of the offshore procurement obsolete equipment and 
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Stee un it with modern equipment that’ is going to be partially paid 
for by us. 
Mr. Spracve. What the services bought, they used themselves. 

Senator Extenpver. I understand that. Iam talking about economic 
aid.’ You have methods of cutting off economic aid, but putting it back 
under some other name, for example, “defense support” and “offshore 
procurement.” 

Senator Dirksen. That is not economic aid. 

Senator Exrenper. Yes, it is. 

Senator Drrxsen. They deliver howitzer shells for our use. 

Senator ELtenper. Our use to give to somebody else. 

Senator Dirxsen. Let us get this straightened out. 

Senator Erzenper. That is true. I know what I am talking about. 

Senator Dirxsen. I want to hear here from sources that are deal- 
ing with it. 

Mr. Hotcomsr. Those amounts were excluded earlier.’ Generally 
those amounts that are for the support of our own troops overseas 
have been provided right along. 


COAL TO HEAT BARRACKS IN NORTHERN EUROPE 


For example, coal to heat our barracks in northern Europe obviously 
is bought there rather than trying to ship it from the United States. 

You are perfectly correct that this does give them economic bene- 
fits, And that it is in addition to the economic benefit of any military 
offshore procurement that we do. 

The fact is, Senator, that that is in the past. While the support of 
our own troops does continue to the extent we have troops and they 
require the items, the amount from the military assistance fund for 
offshore procurement is now substantially limited only to the things 
which cannot be procured in this country such as foreign type weapons. 


NATURE OF ECONOMIC AID 


Senator Dirksen. I want to get this pegged down on this economic 
aid business. If I buy 10 tons of anthracite coal to heat my house in 
winter, you can say that is economic aid to the coal dealers in Washing- 
ton, but I would not like to freeze to death and I am the beneficiary of 
the aid in line with your illustration. 

Now, if we are going to have our fellows out on the firing range in 
France or Germany shooting away 105’s, 155’s, 240’s, now you are either 
going to get them over here or over there, but it is for our benefit and 
the economic aid would consist only in whatever profit they might make 
off the manufacturing of those shells, but we are the prime bene- 
ficiaries. 

I do not conceive of that as designed to be economic aid to another 
country. 

Senator Eititenver. How about offshore procurement of $2,751 mil- 
lion? You would not consider that economic aid? That was a substi- 
tute for grants, Senator Dirksen, it is used in the same way. 


BASIS OF OFFSHORE PROCUREMENT POLICY 


Senator Dirksen. It is not used in the same way. We may get some, 
but the other countries may get some of it. 
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My understanding of that offshore procurement was in the first 
instance that since they had no production facilities to take care of 
their own military establishments, in the production of ammunition 
and so forth, the way we went about it was to say, “Look, we will give 
you an order if you will just get your machinery together, lots of 
lathes to turn out shell cases, and so forth and this will help you de- 
velop your own facilities to fall back on in case some ruckus should 
develop, since you have no factories to produce. 

“Then at the same time you will be providing something for your 
military establishment, that we do not have to buy in the United 
States.” 

Colonel Crrrz. The larger portion of this $2.7 billion offshore 
procurement was in 1953 at the peak of the Korean war when we did 
not have the capability here in the United States to produce all of our 
requirement. So $1.7 billion of the $2.7 billion total was let in 1953 in 
Europe for ammunition, spare parts and equipment, which we could 
not manufacture in the United States because our production was 
going to fulfill the requirements in Korea. 

In other words, in that one year, sir, we placed contracts for $1.7 
billion of the $2.7 billion. 

So in the other 6 years it has only been a total of a billion dollars 
and it has been going down constantly. It has always been for ma- 
terials and equipment now in our present program, materials and 
equipment which are not made in the United States for British-type 


equipment, French-type equipment, which the forces already have on 
hand. 


CONSIDERATIONS INVOLVED IN OFFSHORE PROCUREMENT POLICY 


Senator Ex.renper. Is it not true that this offshore procurement was 
started in order to encourage countries in Western Europe to have 
their own equipment? In case war came they would be prepared to 
make their own ? 

Colonel Crirz. Not solely, Senator. But that was one of the con- 
siderations. Also we could not produce it here. 

Senator Ertenper. What did we find last year and the year before 
that. and_the 2 years I visited ? 

That most of the contracts for offshore procurements were let to 
private industry, which I am not complaining about. Then the fac- 
tories were closed and converted to something else. Now we.are in 
the process of establishing factories with our money to be used on a 
standby basis. We have already established them once, do you think 
that is fair for us to establish them again? 

Colonel Crrrz. Part of that comes under another special program 
which we will discuss at a later hearing, called facilities assistance 
program, a program designed to establish certain capabilities. for 
them to manufacture munitions of war which gave them a base and a 
capability in Europe rather than have them completely dependent 
upon us. 

Senator Ertenper. Exactly. And when the offshore procurment 
was first put on the statute books, the argument. was made that if you 
let them do the manufacturing, they will be able to use these factories 
as standby reserves. 


£0 
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PROVISION OF STANDBY FACTORIES 


But that has not happened. We are now in the process of providing, 
in this very bill or in last year’s appropriations, money for tooling and 
what have you in order to build standby factories. 

Colonel Crrrz. That is correct, sir, and we are not building any more 
ammunition factories. 

Senator Ex.enper. I know that. You have too many now. 

Colonel Crirz. They are being put on a standby basis. That is 
correct. 

Senator Ettenver. Take in Italy. 

Colonel Crirz. And France. 

Senator Dirksen. Let us examine that a little. 

Senator ELLeENpER. You can examine it The facts are exactly as I 
have just presented them to this committee. 

Colonel Crirz. May I clarify that. 

Senator Dirxsen. I will lay a predicate and then you clarify it. 

Colonel Crrrz. All right, sir. 


ORDNANCE PLANT AT JOLIET, ILL. 


Senator Dirksen. I took a look at the ordnance plant at Joliet. I 
notice a good many of the shell lines had been put in a standby condi- 
tion and probably will stay right there. 

Frankly, they may not be loading shells on those lines for who 
knows how long and, God willing, they may never have to use it, but I 
do not believe I would like to see those lines sacrificed. 

I want the thing ready to start off if and when the need arises. 

Now, that is standby. And I would like to see some standby 
facilities in Europe because if the shooting ever starts, you get only a 
small amount over there by plane, and you are going to have to depend 
- surface transportation to get it there and you will be in difficulties 
then. 

I think the point in Senator Ellender’s dispute is this: that this has 
been done with our money whereas it might well have been done with 
their money. 

Senator ELLenper. Now, my point is that we have given offshore 
procurement in order to establish standby factories. They have even 
closed or converted them to other uses, and now we are being asked for 
more standby factories. 

Colonel Crirz. Not money in this bill for last year. 

Senator ELtenper. But you have had it in the past. 

Colonel Crrrz. At the time we put them in, sir, they were for oper- 
ation and not for standby. Also, may I point out that the countries 
concerned in every instance put up over 50 percent of the total funds 
involved in these factories. We put up primarily tooling and tech- 
nicians. They put up most of the money and they are being put in 
standby in the same manner that Senator Dirksen is talking about 
Joliet, 1]. They are being put in mothballs for future use. 


TOTAL FUNDS FOR STANDBY FACTORIES IN EUROPE 


Senator E:tenper. Will you supply for the record the amount of 
money that has been furnished to date in order to equip standby fac- 
tories in Western Europe ? 
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Colonel Crrrz. Yes, sir. 
ee information requested appears on p. 551.) 

enator Exrenper. I heard a great deal of criticism from our 
MAAG representative, that it was almost shameful for us to retool 
these factories since we had previously tooled them in the hope that 
they would be held as standby factories. 

Colonel Crrrz. The only thing we are going into this year, sir, is 
new equipment. 

Senator Dirksen. Do you have something to say about that, Mr, 
Sprague ? 

Mr. Spracvr. I think the record ought to reflect'the percentage of 
the contribution of the foreign countries to those factories, also. 

Senator E:ienper. What is it? The real estate and buildings? 

Mr. Spracvur. The buildings and real estate are more important 
than tools in terms of dollar value. 
Senator Extenper. I understand that 


MILITARY ASSISTANCE IN FRANCE 


Senator Dworsuak. While you are on that point, can you explain 
what the —--————— of military assistance for France consists of ¢ 

Mr. Hoxtcomse. A large portion of it is for modernization of the 
French force, particularly a moderization of the antisubmarine war- 
fare aircraft in the North Atlantic, which is very important to keep- 
ing our communications lines open. 

As you know, Senator, France is a part of our line of communica- 
tions for our own troops in Europe. Their present maritime aircraft 
are very old World War II types from several different countries. 
We have a modern advanced antisubmarine navy aircraft type that 
they are not able to manufacture. We are providing those under 
modernization. That isa substantial portion of it. 

The remainder is principally for maintenance of their forces. That 
is maintenance of the type of equipment that we have already pro- 
vided them. 

Senator Ertenver. In Algiers? 

Mr. Hotcomser. We are not programing anything for Algiers. We 
are programing on the basis of the training of their forces with the 
equipment we have provided. 

It is impossible to say whether or not some of our equipment goes 
to Algeria or some of their own support goes to Algeria, which we 
have to make up. That would be an impossible thing to prove one way 
or the other. 


FRENCH DIVERSION OF NATO EQUIPMENT TO AFRICA 


Senator Erzenver. Is France cooperating with us when she diverts 
NATO equipment to north Africa ? 

Mr. Hoxcomne. They contend it is still available to NATO because 
north Africa is part of metropolitan France. As a matter of fact, it 
was understood that two of the divisions they were providing for 
NATO would be stationed in north Africa in peacetime. 

We cannot object to their stationing them there although we may 
not like the use to which those forces are put, because we ourselves have 
some forces earmarked or promised to NATO which are much farther 
away from Europe than are those French forces in north Africa. 
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Senator Extenper. Do you think it is good for the prestige of the 
United States when the nationalists in Algeria find American military 
equipment being used to suppress their activities? 

Mr. Hotcomse. We try to keep the NATO-provided equipment 
where it can be used for NATO purposes and where it will not be used 
jin internal difficulties. 


Senator ELtenper. But some of our equipment has been found in 
Algiers. 

r. Hotcomse. It would be almost impossible to be otherwise since 
these units are moved rapidly. There are many hundreds of types of 
equipment, some of which are relatively small and hard to account for 
by the individual soldiers or unit with which it is associated. 


EFFECT OF USE BY FRENCH OF AMERICAN EQUIPMENT 


Senator Exxenper. Isn’t it natural, then, for the people in those 
areas in north Africa to assume that the presence of American equip- 
ment reflects our support of the French efforts in that area? 

Mr. Hotcomse. That conclusion may be made and undoubtedly is 
being made. 

Mr. SpracueE. I think the record should reflect the fact at this point 
that Algeria is considered part of the NATO area and, furthermore, 
that France considers Algeria as part of the metropolitan France. 
The Constitution of France reflects that, although I think your point 
is still well taken. 

Senator ELtenver. That does not necessarily mean that the United 


States is committed to support the colonization policies of every coun- 
try that is part of NATO? 


Mr. Spracue. You are correct, sir. 

Senator ELLENpeER. So we are not committed to do that ? 

Mr. SpracueE. No, sir. 

Mr. Hoxtcomer. If I may just summarize, Mr. Chairman, we are 
carrying out our objective as before, but by these new techniques we 
are also trying to do so at least cost. 


BETTER PLANNING INTRODUCED 


More specifically, we have introduced better planning by obtain- 
ing capability data from our country teams in each of these countries 
and putting it to the maximum use in the specific program at hand; 
screening of requirements against regional military priorities and 
against data obtained from the unified command sj the militar 
assistance advisory groups as to assets and usage rates; better fund- 
ing by limiting advance funding to the minimum required lead time 
and by studying this for all of the major items before any funds are 
made available to the military department. 


IMPROVEMENT IN ADMINISTRATION 


Lastly, better administration, such as the coordination of instruc- 
tions that have been issued instead of the diverse ones of previous 
years; the integration of production planning with that of the serv- 
ices for their own items of equipment; and keeping on a schedule so 
that we reduce this excess and unnecessary administrative lead time. 
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All of these things provide better defense for the free world and 
better use of our dollars through better management. 


INCLUSION OF MILITARY ASSISTANCE IN MILITARY BUDGET 


Senator Dworsuax. Can you tell us what has been done on the pro- 
posal to integrate the military assistance for foreign countries with 
our own materiel and our own equipment for our American forces? 

Mr. Hotcomsr. You mean the proposal to change the military assist- 
ance to the military budget ? 

Senator DworsHak. Yes. 

Mr. Hotcomse. That is in the bill that is presently before the Con- 
gress, 

As I have shown you earlier, we have tried at the administrative level 
to get the whole schedule of estimating requirements, of production 
planning, and of supply implementation, ready for that step so that 
we can get directly on the military cycle with the consequent saving in 
administrative fund, improvement in time, and reduction in carry- 
forward funds. 

Senator Dworsuax. If that could be accomplished would there be 
available any accounting on specific programs and diversion of mili- 
tary equipment abroad for Congress, or would it be covered in our 
own military activities and programs to such an extent that Congress 
would be denied any specific information ? 


SEPARATE FUND LIMITATION 


Mr. Hotcomsr. It would be a separate fund limitation in the De- 
fense Appropriation Act and would be identified exactly as it is now, 
Senator. It would be a separate requirement much as the Army and 
Navy are separate. 

Senator Dworsuax. It would not be covered in the bookkeeping 
entries ? 

Mr. Hotcomer. Any more than the Army or Navy items are? 

Senator DworsHax. You know that Central Intelligence Agency 
operates that way and Congress knows absolutely nothing about its 
activities because its appropriations are covered in with the Defense 
Department in an adroit manner so that no specific information or 
details are available. 

Mr. Honcomse. That would not be the case, and that is not the plan. 
Nor would it be legally possible under the bill before the Congress 
at this time. We will make the same presentation before the com- 
mittee next year as we are making now. 


ACCOUNTING OF TOTAL SAVINGS 


Senator Munpr. I was out of the room at the time you presented 
the chart entitled “Savings,” reflecting $1,467, million in savings. 
My question is, those savings are against what phase ¢ 

Mr. Houcomee. I explained that we had no specific $500 million. 
We had a program which we presented to Congress last year, together 
with the new obligational authority and requested reappropriation, 
was $3,166 million. 
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Congress gave us an amount which was $953 million less and we 
have, in this new program, used $500 million less than that. 

So that we actually have a difference between what we used and 
what we asked Congress for. There was no program for exactly this 
amount which you can compare with the program implemented. I 
explained also this $1,453 million was made up of several hundreds of 
changes, plus and minus. To try to follow them through would be 
beyond the compass of any sort of analysis like this. 

But by taking seven of the major areas you could get a figure which 
approximately accounted for the total amount involved. 

Senator Munpr. These savings are as against what you had planned 
tospend ? 

Mr. Horcomer. I do not call them savings, sir. Obviously the 
amount we did not spend, that Congress did not give us, cannot be 
called savings. It is a reduction in requirement which permitted us to 
absorb the congressional reduction and to make an additional savings 
of $500 million. 

Senator Munpr. Thank you. 

Senator DworsnHax. Will someone be here to testify later on the 
other programs which are on page 45 ? 

Mr. Houcomesr. Yes, sir. Witnesses that follow will provide de- 
tailed justification for the requirements in each of the countries and 
each of the special programs. I am trying to show here how the whole 
thing was put together and what general management techniques have 
been used to reduce the requirements across the board. 

























UNOBLIGATED AND UNEXPENDED BALANCES 






Senator E.tenper. As I recall, when Mr. Sprague was present we 
asked for a statement indicating by country the amount of unobligated 
balances and the unexpended balances as of June 30, 1957. 

Colonel Crrrz. We are preparing it and we will place it in the 
record. 

(The information being classified, has been filed with the 
Committee. 



















DIFFERENCE BETWEEN UNOBLIGATED AND UNEXPENDED BALANCES 






Senator Sauronsrauu. Is there much difference, Mr. Sprague, in 
this appropriation between unexpended balances and unobligated 
balances ? 

Mr. Murpny. Perhaps I had better answer that. 

On the military side, Senator Saltonstall, the difference between 
the unexpended and the unobligated is the $500 million approximately 
that has been referred to several times. 

Senator Sarronstatu. That is unobligated 7 

Mr. Murpeny. That is right. 

On the nonmilitary side the difference between the unexpended and 
the unobligated is in the nature of about $100 million, 39 of which 
is in the Asiatic development fund which continues available until 
June 30,1958, 

Senator SatronstaLu. That additional $100 million is the mon- 
ey that is already contracted for and bills outstanding that have 
yet to be paid ? 

Mr. Murruy. That is right. 
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Senator SauronstaLu. The unobligated is the planned but there is 
no contract obligation ? 


Mr. Mureny. That is correct. 

Chairman Haypren. We thank you very much for your appearance, 
gentlemen. 

Tomorrow we will have General Norstadt at 10: 30. 

(Thereupon, at 12 o’clock noon Thursday, July 25, 1957, the com- 
mittee was recessed, to reconvene at 10: 30a. m., Friday, July 26, 1957), 
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FRIDAY, JULY 26, 1957 


Unirtep States SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The committee met at 10:30 a. m., pursuant to recess, in room F-37, 
the Capitol, Hon. Carl Hayden (chairman of the committee), 
presiding. 

Present: Chairman Hayden, Senators Chavez, Ellender, Robert- 
son, Holland, Stennis, Johnson, Young, Thye, Mundt, Smith, Dwor- 
shak, and Dirksen. 


DEPARTMENT OF DEFENSE 
Nortu AtrLaAntic TREATY OrGANIZATION 


STATEMENTS OF GEN. LAURIS NORSTAD, SUPREME ALLIED COM- 
MANDER, EUROPE (SACEUR); ACCOMPANIED BY MAJ. GEN. 
FRANK BESSON, ASSISTANT CHIEF OF STAFF FOR PROGRAMS, 
SHAPE; AND BRIG. GEN. WILLIAM L. HARDICK, DEPUTY DIREC- 
TOR, OFFICE OF PROGRAMING AND CONTROL, ISA (DESIGNEE) 


GENERAL STATEMENT 


Chairman Haypen. The committee will be in order. 

My Democratic brethren seem to be pretty occupied somewhere else. 
They will be in very shortly, I hope. 

General, a number of the members of the committee expressed a de- 
sire that you appear to talk about the North Atlantic Treaty Organi- 
zation. We are strictly concerned about the expenditures being made 
for military aid in Europe. 

A great many questions have been asked in that regard. When my 
Democratic brethren do come in here, I hope you will discuss that 
particular angle of it. 

You may proceed. 

General Norsrap. Mr. Chairman, as you know, I am here on rather 
short notice, but I think had I had far more warning than I did have, 
I would have prepared myself in much the same way. 

[ think it is most useful to you and to the members of the committee 
if I talk to you in the first instance about NATO and about the 
military operations for which I am responsible. 

With your permission, I would like to go over these charts I have 
with me and speak to you very simply and very directly about my 
business. 
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I say “my business,” but in speaking to groups of all of the member 
countries of NATO, that is the 15 member nations, I am always im- 
pressed with the fact that it is also the business and the interest of 
people of all those countries. 

It happens that some of us are more directly charged with this 
responsibility than others, but the work that is beg done and what 
we hope to accomplish, is of the greatest importance to all citizens of 
all these countries—including the United States. It is one of the 
most important things in the world to every citizen of every one of 
the NATO countries. 

But it is necessary to make a complete picture. So with your per- 
mission I will speak from these charts. 

I would like to stress that I am here as a NATO commander, and 
also as an American, who works within the framework of the NATO 
organization, which in turn works under a specific political directive, 

I have a certain task, a certain mission, that is given to me by the 
NATO Council. However, the NATO Council in turn operates 
within a directive, the North Atlantic Treaty, which was signed in 
April 1949. 

I would like to emphasize that everything we do whether it is on 
the civilian side or military side of NATO, is for the purpose enun- 
ciated in this treaty and we operate within its limits. 


PREAMBLE OF TREATY 


Although I know you are familiar with the treaty, I would like to 
read the preamble because this is our basic mission : 


The parties to this treaty reaffirm their faith in the purpose and the principles 
of the Charter of the United Nations and their desire to live in peace with all 
peoples and all governments. They are determined to safeguard the freedom, 
common heritage, and civilization of their peoples founded on the principles of 
democracy, individual liberty, and the rule of law. They seek to promote sta- 
bility and well being in the North Atlantic area. They are resolved to unite 
their efforts for collective defense and for the preservation of peace and security. 


I would like it to show in the record for the benefit of anyone who 


may question it, that this is my directive in which I believe and to 
which I completely subscribe. 
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. NORTH ATLANTIC COUNCIL IN CONTINUOUS SESSION 


With that background, I would like to discuss the organization that 
has been built up to implement the aims of NATO. The top body of 


the organization is the North Atlantic Council which is in permanent 
session in Paris. It consists of representation from each of the mem- 
ber countries. 
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MEETINGS WITH SERCETARIES AND MINISTERS 


General Norsrap. It is important, I think, to realize that this Coun- 
cil is in continuous session. There are two meetings a year which are 
particularly publicized. Those are the meetings which the Secretaries 
and Ministers attend, but there are Permanent Representatives from 
the NATO countries who meet in continuous session. The Council has 
a Secretary General who is the presiding officer over the Council dur- 
ing the sessions and the presiding officer over the international staff. 

e Secretary General was Taek Ismay, and is now Mr. Spaak, 
who resigned as the Foreign Minister of Belgium in order to take over 
this position. 

The Council can be considered as the NATO government in this 
relationship between the military and the civilian authority. This is 
the political authority over all of the NATO structure. 


MILITARY COMMITTEE 


Under it is a Military Committee which consists of military repre- 
sentation from each of the member countries except Iceland which has 
no armed forces. This Committee may be compared to the chiefs of 
a nation. 

Under the Military Committee we have a standing group, which is 
a small executive body consisting of representation from the United 
States, the United Kingdom, and France. This is the executive body 
for the Military Committee. It was organized because a committee 
of 15 members was considered a rather unwieldy organization to do 
day-to-day business. 

e council compares, then, to the political control of the civilian 
side of a government. The Military Committee is the military au- 
thority, and is somewhat comparable to our Department of Defense 
and Chiefs of Staff. 


Under the Military Committee we have the military command. I 
will touch on them very briefly. We have the Allied commander, 
Atlantic, Admiral Wright, whose headquarters is Norfolk, Va., in 
the Canada-United States Regional Planning Group; the Channel 
Committee, charged with the responsibility for the small but very 
important area of the English Channel; and then we have the area 
for which I am responsible, Allied Command, Europe. 
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ORGANIZATION OF SUPREME HEADQUARTERS 


General Norstap. This is the organization of the Supreme Head- 
uarters Allied Powers Europe (chart 2). I show it to indicate the 
degree to which it is an integrated national headquarters. My two 
deputies, are British and French. 
he chief of staff is from the United States, and I have deputy 
chiefs of staff who are French, British, and Canadian. 
I have pointed out simply the nationalities of the principal staff 
officers but wish to emphasize that under these principal staff heads 
are officers of all NATO countries except Scolaadk' which has no armed 


forces and Portugal whose representation is only normal liaison. 
Because we are one of several commands under the NATO struc- 
ture, we in turn have supporting commands under us. 
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NORTHERN REGION 


General Norstrap. We have one in the northern region under Gen- 
eral Sugden, with headquarters in Oslo. His command consists of 
Norway and Denmark and the forces of those countries. He has 
under him in turn two land forces, Land Norway and Land Denmark, 
one air command and one naval command. Land Denmark is under a 
Danish general, and Land Norway is under a Norwegian general. 
His air command—Air North—is under an American. The naval 
forces are under a British admiral. 


CENTRAL REGION 


In the central region which consists of the area from the base of 
Jutland down to the Alps, we have a land, and air, and a naval com- 
mand all under General Valluy, a French General, whose headquarters 
is in Fontainebleau. The land forces in this area are under General 
Speidel, of the German army; the air forces are under Air Chief 
Marshall Mills, who is British; and the naval forces are under 
Admiral Bos of the Netherlands Navy. 

The significant point here is that the United States forces which 
are based on the Continent come under one of these commanders from 
the operational standpoint. That is, the American troops join with 
their allied associates to form allied commands under these particular 
commanders. 

SOUTHERN REGION 


In the southern region, we have at Naples a command under Admiral 
Briscoe of the United States Navy. He has two land forces, a Land 
South and Land Southeast. Land South is essentially concerned with 
the land forces activities in Italy and Land Southeast is concerned 
with activities in Greece and Turkey. Admiral Briscoe also has un- 
der him Allied Air Forces, Southern Europe, its headquarters also in 
Naples. This command is responsible for the coordination of the air 
activities of the Italian, Greek, and Turkish areas. 


ALLIED FORCES, MEDITERRANEAN 


In addition Admiral Briscoe has under him Strike Force South, 
which is essentially the United States Sixth Fleet. Our fourth sub- 
ordinate command is Allied Forces, Mediterranean under Admiral 
Edwards, Royal Navy, with headquarters at Malta which is respon- 
sible for the traditional function of maintaining the sea lines of com- 
munication throughout the Mediterranean. This in brief is the 
military command structure of Allied Command Europe, the organi- 
zation I wish to speak to you about. 

(Chart IV follows :) 


CHART IV 


THE MISSION 


@ TO PREVENT WAR 
@) TO DEFEND NATO IF ATTACKED 
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SOURCE OF MISSION 


General Norstap. The mission, as I stated, comes directly from 
the North Atlantic Treaty. While the NATO Council provides the 
military with political directives from time to time, this primarily 
concerns the two missions which come directly from the treaty. 

Our primary task, primary in importance and primary in point of 
time, is to make such contribution as we can with the forces available 
to us to prevent war. 


Second, should we be unsuccessful in preventing a war, to be able 
to defend NATO if we are attacked. 
(Charts V and VI follow:) 


CHART V 


THE DETERRENT 


RETALIATORY FORCES 
SHIELD FORCES 
WILL 
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DETERRENT NATURE OF AIR ATOMIC FORCES 


General Norsrap. Now this mission has given rise to emphasis on 
one particular word, and that word is “deterrent.” The deterrent 
consists of the retaliatory forces—the air atomic forces which are 
capable of carrying great destruction for great distances. These 
forces may be considered the very foundation of the deterrent forces, 
However, we believe that there are also other factors in the deterrent 
which must be considered. 


SHIELD FORCES 


One of those is the shield forces; that is those forces which are 
actually located at and hold forward line of the NATO area. These 
forces consist of air, naval, and ground units. 

Senator Exrenver. Are all of those forces under NATO? 

General Norsrap. Are all those forces 

Senator Extenper. Shield forces? 

General Norstap. Yes, the shield forces are under NATO. I will 
expand on this a little bit later. 

Regardless of the capabilities of the retaliatory forces and the 
shield forces, they are completely and utterly useless unless we have 
the will and determination to use them for the purpose for which 
they are intended. The will, then, is also an important element of the 
deterrent. 

I wish to emphasize that the deterrent consists of three elements: 
the retaliatory forces with which we are familiar, the shield forces 
with which we are less familiar as part of the deterrent, and the 
will and determination to use these forces in our defense if we are 
attacked. 

Chairman Haypen. It may be off the record. 

(Discussion off the record.) 

Senator ELtenper. What is there to the assertion made to me last 
October, that our mission will be to carry the bombs to the enemy, 
while the British will defend the United Kingdom ? 

General Norstap. Very briefly, nothing. 

Senator Ertenper. I am glad to hear that. 

General Norsrap. I will expand on that a little bit later. 

Senator Exrenper. I wish you would because that is what was told 
to me by an Air Force officer, in whom I have a great deal of confi- 
dence. 

General Norstap. I would like to expand that a little bit later. 

(Charts VII and VIII follow :) 
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(Discussion off the record.) 

This next series of charts I would like to show you because they 
illustrate better than any other example I can think of the problems 
of an alliance. Surprisingly enough an airfield or any other type of 
installation is not the same in one country as another. So we have 
to have a common denominator of an explanation of what one of 
these installations is. Then we have to have an improved plan—im- 
proved concept and statement of requirements and forces. 

This in turn is processed from the military command up to this 
political authority I discussed earlier, where each country approves 
and accepts a particular concept and a particular plan. 

When the requirement for forces oes been determined it is nec- 


essary to provide the installations to support them and in the case of 
air force the air bases are, of course, of primary importance. 


FINANCING AIRFIELDS 


This process of building forces and installations has been carried 
out since 1951. I mentioned some of the complexities, some of the 
administrative difficulties; but, of course the greatest problem is 
who pays for these things. These will be international fields, 
planned, built, and financed internationally. But how do you pay for 
this? How do you determine how much any given country will pay 
toward this construction ¢ 

I think it is quite clear this could be an extremely complex busi- 
ness. I would Tike to show you what has resulted in about 5 or 6 
years, and I think this is an excellent example of what an alliance 
can accomplish when we set our mind to it. 

We have gone from the 12 to 15 airfields we had in 1951 to some 
150 airfields which have been constructed under the process which 
I have outlined, by the alliance, for the alliance, and financed inter- 
nationally. 

These fields have progressed to the point where they are now fully 
completed or are now at least usable. 

In addition, there are more than fifty-odd fields which are pro- 

ramed, most of them financed, and in the process of construction. 

he chart shows the airfields in the satellite countries. 
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NATIONAL BASES 


Senator Munpr. By “financed internationally,” does that mean we 
pay a certain percentage of it? 

General Norsrap. That is correct. 

Some of the funds you people have been appropriating in the last 
5 years _ into this establishment. 

In addition, adding to our strength, but not internationally 
financed are the national bases which have been built by a country 
for its own use, or built as a result of a bilateral arrangement. 


94737—57——16 
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BILATERAL AGREEMENTS WITH BRITAIN 


General Norsrap. The United Kingdom, Spain, and Morocco con- 
tain examples of these. Some of the bases in United Kingdom have 
been built as a result of bilateral arrangements with the United 
Kingdom. ees 

Senator Ettenver. What was the amount of our contribution under 
this bilateral arrangement? 

Discussion off the record.) 

eneral Norsrap. This airfield complex is a magnificent accom- 
plishment. If it were scaled down to a proportional national develop- 
ment, say in the United States, done over a period of 5 years, it would 
be an incredible accomplishment. , : 

In spite of the complexities in dealing with 15 countries, this has 
been done in approximately 5 years. 

The credit for this must go to the North Atlantic Council because 
it has been their problem to work this out. 

It has been the problem of the individual governments. For 
instance, take France which has had the problem of diverting a 
tremendous amount of her fertile and relatively limited land into 
airfields. Imagine the problems that would be created here in the 
United States. 


Senator Errenprer. We have done it to a large extent in my own 
State. 

General Norsrap. This is an incredible undertaking. I give full 
credit to the people in Palais de Chaillott. 

But I also give full marks to the governments of these countries 
which have faced up to this difficult problem, and have accomplished 
this in such a short period of time. This is really a magnificent oper- 
ation. 


NEW AIRFIELDS 


Senator E.tenper. How many of those are new airfields? It 
seems to me that many of those airfields in France were already in 
existence and we merely improved them. 


General Norstap. No, sir; most of these are new airfields. 


Senator Exienper. General, isn’t that an improvement of that 
which was in existence ? 


General Norsrap. No, sir; it was a new program. 
Senator ELLENpeR. You mean those marked with white dots? 
General Norpstapt. In those cases where an existing airfield was im- 


proved, the improvement was so vast that for practical purposes you 
must. consider it a new field. 


PRESENT USE OF AIRFIELDS 


Senator ELLtenper. What are those fields used for now? 

General Norsrap. These fields at the present time are used to base 
Allied air units. 

Senator ELLenper. They are not used for commercial purposes ? 

General Norstap. By far the vast majority are not used for com- 
mercial purposes. They are used exclusively for Allied military pur- 
poses. 

Senator Munpr. Are your yellow dots and your white dots, when 
you say used for these purposes, the same bases? 
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General Norstap. No, the yellow dots are national fields. 

Senator Munopr. In times of emergency would they all be used 
for the same purpose ? 

General Norstap. Yes, sir; the operations conducted from them by 
national forces would be in direct support of us. So they do improye 
our strength. 

Senator Munpr. Do the NATO forces use the yellow bases? 

General Norsrap. We don’t normally use them, but the NATO 
countries use them and the operations they would conduct in time of 
war would directly augment and supplement the operations of 
NATO. 

Senator DworsHaxk. Are some of the bases owned by France? 

General Norstrap. Within the boundaries of France, they are. 

Senator DworsHaxk. Are they owned by France? Is the real estate 
of those orange bases owned by France? 

General Norsrap. These within the boundaries of France are 
owned by France, not only the real estate, but, of course, the build- 
ings and installations. 

(Discussion off the record.) 

Senator Ettenprer. What is the difference between the yellow marks 
and white marks? Will you explain that again? 

General Norstap. The white dots are airbases that have been built 
because an allied plan says we needed this airfield, then approved and 
funded by the North Atlantic Council. 

Senator ELtenper. At whose cost were those built ? 

General Norsrap. At whose cost? 

Senator ELLenper. Yes. 

General Norstap. The Allied-international cost. 

Senator ELtenper. What was the proportion paid by us? 

General Norsrap. In 1952 at Lisbon it was agreed at that time that 
to start the first go around of this the United States would pay 42 per- 
cent, and the contribution the United States has made has been—it will 
vary somewhat from time to time—but it has been on the order of 40 
percent. Perhaps it will average 40 percent. 

Senator Exienprr. Now the yellow ? 

General Norsrap. Those are strictly national fields and have been 
paid for by national funds—100 percent for national purposes. 

The fields in Spain shown on this chart have been built by Spain, 
but at the United States expense for United States purposes. 


AIRFIELDS IN UNITED KINGDOM 


There are fields in the United Kingdom, for instance, which have 
been built jointly by the United States and the United Kingdom. 

Senator Munpr. Do I understand you correctly that in time of 
trouble the yellow dots will be under the command of the respective 
NATO governments and the white dots under NATO? 

General Norsrap. That is essentially correct. 

Senator Munpr. But in Spain and Germany you have white dots 
and yellow dots. Are these separate commands / 

General Norstap. No; these are basically showing the present situ- 
ation of the manner in which bases were and are being built. We 
would anticipate no difficulty in time of war, and I am sure this entire 
complex of bases would be available to the common cause. 
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I am trying merely to separate what we have created, what the alli- 
ance has created, and what has been created by other sources. 


i 


(Discussion off the record.) 
TOTAL NATO BASES 


General Norsrap. The total number of fields is more than 150 
NATO-financed airfields that are usable at the present time, and more 
than 50 more programed, for a total of over 200, and the national fields, 
an additional 150, approximately, for a total of nearly 400. 

Senator Hotitanp. The number you gave covers the area now from 
Turkey to Norway, but does not include the United Kingdom ? 

General Norsrap. There are two NATO bases as such in the United 
Kingdom under SACLANT. The rest of the bases there have been 
built either by the United Kingdom or bilaterally with the United 
States. 

I point this out only to indicate that progress has been made by the 
alliance and it is a very difficult problem. Of course, there are other 
fields in which this same type of cooperative attitude has produced 
similar results. The pipeline to support these fields, for example, 
has also been a complicated problem. 

Senator Hotxanp. It would not include United Kingdom, Spain, 
and Portugal? It does not include them? 

General Norstap. Portugal and the United Kingdom are NATO 
countries. There are no NATO airbases in the United Kingdom; there 
are two NATO maritime bases in Portugal under SACLANT’s com- 
mand. 


Senator HotiaNnp. But none in Spain? 
General Norsrap. None in Spain, because Spain is not part of the 
alliance. 


AIRFIED AT OHATEAUROUX, FRANCE 


Senator ExLtenper. Have there been any airfields constructed in 
France that have been built exclusively for our own purposes ? 

General Norsrap. Yes, for example, there is one in Chateauroux. 
In addition, the United States has constructed facilities for exclusive 
use at certain French national and civilian airfields. 

Senator ExLienper. In Spain, all of the bases were constructed 
solely with United States funds. Is that correct? 

General Norsrap. That is correct. 

Senator ELLenper. In North Africa all have been built with our own 
funds ? 

General Norstap. The United States bases in North Africa were 
built with our funds entirely, and the NATO bases shown by white 
dots were commonly funded. 

Senator ELLteNpDerR. What about Portugal ? 

General Norstap. The United States has not built any bases in 
Portugal. 

Senator Ettenver. Who built those in Portugal? 

General Norstrap. The Portuguese built those that are indicated as 
national fields, and NATO built two maritime airfields there. The 
United States has, as in those cases in France, built some facilities in 
the Azores for United States purposes. 
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EFFECT OF POSSIBLE SIMULTANEOUS SURPRISE ATTACK 


In the number and dispersion of these airfields, lies one of NATO's 
reater strengths. For the question often arises if an enemy could, 
or instance, in a simultaneous surprise attack, wipe us out. This 

comes up often in connection with Europe. 

That is one of the reasons I showed this chart. Theoretically you can 
sit down with pencil and paper, and considering the performance and 
characteristics of certain weapons available, and say this could be 
done. But as a practical matter, when you consider this tremendous 
area, 4,500 miles long, with great depths and, in addition, realize this 
is only part of the problem, then it becomes a practical impossibility, 
You simply could not, by a simultaneous surprise attack, cut this 
force down below the level that would permit us to discharge our first 
obligations in the defense of this area. 

The importance of these fields then is not only to have a base on 
which you can station aircraft for retaliation, but its number and 
dispersion, by the problem then present, add to the detriment. With- 
out them I would feel much less confident of our being able under any 
circumstances to carry out our mission. 


NATIONAL DEFENSE OVER POLAR REGION 


Senator Toyz. Mr. Chairman and gentlemen, what will be on the 
other side of this from the standpoint of our national defense over 
the polar region? Will you show ultimately in your charts some 
defense ? 

General Norstap. I think I will at least talk to that point when I 
show a later chart. 

I am jumping quickly to another subject. That is the question of 
air defense. 

When General Eisenhower first established SHAPE headquarters, 
he was not given responsibility for air defense matters. This was 
understandable. When you realize that air defense was a very sensi- 
tive subject, and SHAPE was new and still untried. 

However, as SHAPE became organized, and confidence began to 
be built, it became apparent that little islands of defense made no 
military sense, particularly with the improvement in equipment. It 
also became apparent we could do something about it. 


COORDINATION OF AIR DEFENSE IN NATO AREA 





In December 1955, the North Atlantic Council assigned to us the 
responsibility for coordination and integration of the air defense 
of Allied Command Europe. 

(Discussion off the record.) 

General Norstap. Since that time all the countries have made an 
extraordinary effort in this field and we now have a coordinated 
system that is tied together with good communications, which operates 
on a 24-hour per day basis 7 days a week. 

(Discussion off the record.) ro 

General Norstap. I point out this vastly rere our situation. 
This again has been approved by the Council and programed. , 

We are now in the process of translating the operational require- 
ments into technical specifics on which we get bids for this equipment. 
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This will be a vast improvement. It will assist us materially from 
the military standpoint and also from the civil standpoint. 

As I say again, this is something you gentlemen have considered in 
the course of your duties. 

Senator ExLenper. Is any money being requested for that purpose 
in the present bill ? 

General Norsrap. Yes. 

Mr. Suaw. Senator, money is being asked each year to contribute 
to this. With a 1-year fund, we have to ask for an appropriation 
every year to work against the authority previously given. 


ESTIMATED COST OF RADAR SYSTEM 


Senator ELLENpER. What is the estimated cost, General ? 

General Norsrap. $120 million for the total system. I wish to point 
out that includes this forward-scatter communications system which 
will link this all together and make it usable and which also is essential 
for us to exercise positive command control over our supporting 
commands. 

Senator ELtenper. How is the cost apportioned ? 

Colonel Crrrz. Our share for fiscal 1958 will be 34.7 percent, net 
of taxes. That is United States contribution. 


ANNUAL COST OF OPERATION 


Senator Srennis. Can you give the annual cost of operation? 

Colonel Crirz. It varies by year with the number of projects which 
we undertake. Our request for fiscal year 1958, the NATO common 
intrastructure program which we are considering, Senator, is $109 
million. 

Senator Stennis. The annual cost of maintaining that? 

General Norstap. I do not think we can break the annual mainte- 
nance cost out, because this equipment will be operated by at least 
11 countries and they will bear the operating cost from the standpoint 
of personnel, property, things of that kind, utilities. They will bear 
that responsibility. 

I believe I can best answer Senator Thye’s question at this point. 


VALUE OF EARLY WARNING SYSTEM 


I would like to point out the relationship between this early warning 
that I talked about in Europe and the situation in the United States. 
I think it is important to realize that the source of destruction of tar- 

ts vital to Russia in the event of Soviet attack can be based in the 
United States or at other bases, at a considerable dinstance, and also be 
based in Europe. Therefore, eliminating one base complex without 
eliminating the other is not a very satisfactory operation, from the 
Russian standpoint, because the source of destruction would still exist. 
This is a matter they have to give consideration to. 

If a Soviet military commander were charged with making an 
attack on the West, he would want to destroy simultaneously the 
things that could hurt him the most. He would find that the mutu- 
ally supporting character of the lines of early warning in the 
North American and Europe would present quite a problem. Here is 
what the Soviets would be faced with: If they decided to strike tonight 
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simultaneously, they would have to cross North America’s warnin 
lines long before they attacked Europe, and our planes would be 
alerted. 

On the other hand, if he wanted to cross the line of early warning 
system simultaneously, he would be very close to his targets 1n Europe, 
but. would be still hours away from his targets in the United States, 
and planes from the United States could be well on their way to 
retaliate. 

GUIDED MISSILES 


Senator Ture. That ison your conventional. That is your bomber, 
but what about your guided missile? 

General Norsrap. The same general principle would apply. 

( Discussion off the record. ) 


PERCENTAGE OF COST FOR WARNING SYSTEM 


Senator Hotzanp. I am not sure I understood what you said about 
our percentage of cost for the installation of this warning system, 
Do I understand that this is 34 percent for this year ? 

Colonel Crrrz. For 1958. 


GERMAN CONTRIBUTION 


General Bresson. Until Germany came into the funding formula, 
the percentage of United States contribution was 42.6 percent. The 
new funding formula to which Germany is contributing is now 34.7. 

Senator Hotzanp. Is that the cost of installation alone? 

General Besson. Yes, sir. 

Senator Hotianp. Is that cost of installation to cover the building 
of bases and equipping of them ? 

General Norpstap. Everything up to an established common stand- 
ard. 

General Besson. For this particular thing, for the early warning, 
it is a little bit different than some of the others. 

Senator Hotianp. But put in the record, please, what our percent- 
age is, first, of the permanent construction, and then of the equipment 
that is necessary before the thing can function. 

General Bresson. For the early warning, we are buying equipment 
and facilities. 

Senator Hornanp. You mean we are paying 100 percent of that? 

General Besson. No; I mean we are paying our percentage of that. 
NATO is funding for the equipment and the installation and the 
housing in most of these cites. That is different from normal NATO 
operation, which is to fund only the fixed facilities of common-use 
type and the housing and the equipment which is put in there to make 
the unit operational is a user nation responsibility. 


PERCENTAGE OF UNITED STATES CONTRIBUTION 


Senator Horzanp. Do I understand now that that means for this 
year our share of all those various factors in the building and the 
housing and the equipment is just 34 percent of the total ? 

General Bresson. Yes, sir. 
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Senator Hotianp. What does that come to, in terms of millions of 
dollars ? 

Colonel Crrrz. $109,400,000. 

Senator Hotianp. That is 34 percent of the total ? 

Colonel Crrrz. Yes, sir. 

Senator Horianp. Of 1958 cost of construction? Of this year. 

Colonel Crirz. Of 1958 cost of construction. 

Senator Hotxtanp. Have you put in the record what it has been 
during each of the years that the program has been moving forward? 

Colonel Crrrz. We have not yet, sir. Wecan. 

Senator Hotianp. I wish you would. Start with, “that started 
at 42 and it has gone down now to 34.” 

Colonel Crirrz. That is right. 

Senator Hotianp. The programing, construction, and equipment 
of this warning system is on a different basis from that of the perma- 
nent airbase ? 

Colonel Crirz. Yes, sir. 
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RELATIONSHIP BETWEEN UNITED STATES AND EUROPEAN DEFENSE 


General Norsrap. I would like to emphasize the fact that there 
is a relationship in this air defense field between the defense of the 
United States and the defense of Europe. This chart (chart No. 11) 
shows that the early warning lines of the two areas are mutually 
supporting. Retaliatory forces are based in both of these places 
and it would be impossible for an attacker to destroy both dadiane- 
ously ; one area or the other would be warned by these lines of early 
warning, and could be well on their way toward carrying out their 
retaliation before he would be hit. 





1958 


wD 
Zz 
© 
_ 
SI 
< 
_ 
& 
a 
© 
ow] 
a 
~ 
< 
by 
H 
se 
on] 
p 
o 
od 
DQ 
— 
< 
P 
> 
a 


(Chart XII follows :) 


IIx LavHo 





MUTUAL SECURITY APPROPRIATIONS, 1958 
(Discussion off the record.) 


RUSSIAN MILITARY STRENGTH 


General Norstap. This next chart shows the Soviet threat. We 
still carry the force in Russia at roughly 175 divisions and roughly 
20,000 to 21,00 aircraft. 

Senstor E.itenver. Are those the same planes you talked about 
in 1953? 

General Norsrap. There have been some improvements in those 
aircraft, Senator, I regret to say, but numerically they are about the 
same. 

Senator DworsHaKk. Does NATO have an intelligence service? 

(Discussion off the record.) 

General Norsrap. We have a relatively small office which is con- 
cerned with certain aspects of intelligence. 

To continue about the threat, 1 would like to point out that in 
East Germany, there are 22 Russian divisions. 

(Discussion off the record.) 


PLANNED NATO STRENGTH 


General Norsrap. Our program strength consists of a very small 
number of divisions compared to the vast Soviet strength. 

Senator Exienper. Active divisions? 

General Norstap. Yes, sir. 

Senator Toyz. What percentage of the troops in Greece and Turkey 
would be United States troops? 

General Norstap. None. The only place where we have any United 
States divisions is in Germany. 

Senator Ture. In other words, those divisions are comprised of the 
local people in that area. That is your defense, but they are comprised 
of the peoples of the countries ? 

General Norstap. The United States makes a contribution of five 
divisions in the central region. ——— 

Senator Ture. So the general strength of our national defense lies 
in the recruitment of the nation’s people in the countries where these 
divisions are located ? 

General Norstap. They provide armies, navies, and air forces which 
are designed to meet two requirements and I state them in the order of 
importance, the importance they assign to them. 

First, the NATO requirement. We in NATO indicate what we 
think is necessary and the countries try to met those needs. 

Then, some countries have additional national interests and activities 
outside of the area. That is their problem which they take care of. 

(Discussion off the record.) 


DIMINUTION OF BRITISH DIVISIONS 


Senator Hotitanp. You have the equivalent of five divisions. How 
much of the British are there since their diminution ? 
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General Norstap. The diminution of the British forces really has 
not taken place yet because the British agreed to delay any reduction 
for almost a year and a half. 

(Discussion off the record.) 


STATUS OF COMMITMENTS BY NATO COUNTRIES 


Senator Exienper. I know, but NATO strength is decreasing. 
General Norstap. I would like to point out that the requirements 
that have been established and have been agreed upon, commitments 
that have been made by the NATO countries, are in general being 
carried out. 

Senator Errenper. Based on the latest revised promise. 

General Norstrap. I would say more than that, that they are carry- 
ing them out. The burden of proof would be on anyone who said 
they weren’t carrying them out. 

Senator Exrenper. I know, but do not tell this committee that 
our allies are furnishing everything as planned because they are not. 

General Norstap. It depends on what plan you are talking about 
and what the requirements are. I think I can explain that. 

Senator Ertenper. The plans have been changed so often I would 
like to know which one you are now talking about. 

General Norstap. With 1, possibly 2, exceptions, the countries are 
now meeting, and are programed to meet, the requirements established 
by NATO and accepted by the NATO Council. There is a consider- 
able difference in the numbers, in the requirements, of 1951 and the 
requirements of 1957. In 1951 our plans for this central region— 
called for about 65 to 95 divisions in order to hold the line of the 
Rhine, an objective which was unacceptable from the standpoint of 
our mission, which is to defend all of the people and all of the terri- 
tory inNATO. But that was the best we could do. 


LISBON GOALS 


Those early requirements were crystallized in Lisbon, the so-called 
Lisbon goals, in February of 1952. 

However, some important factors entered into this between 1951 and 
1953. First of all, although these countries knew that it would be 
extremely difficult to produce these forces, it is to their credit, that 
they had agreed to provide them in the context of the very imminent 
threat of 1951. You will remember that we were not thinking about if 
there was going to be a war; the question then was when. Later, 
because of the strength that was created, the imminence of war, the 
danger of war, receded somewhat, and we saw this was going to be a 
longer term proposition. On that longer term basis, it was felt that it 
would be impossible for them to maintain forces of this order of 
magnitude. 

The other factor was the fact that atomic weapons became available 
in larger numbers and in types which made them suitable over a much 
broader field of usefulness in military activity. 
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FORWARD STRATEGY PLAN 


For these two reasons, we were prompted in 1953 to start a new plan 
on the assumption we would have atomic weapons. This plan, which 
was called the “Forward Strategy,” permitted us to reduce our re- 
quirements, and in addition to move the line we would defend forward 
of the line, in order better to fulfill our mission. 

It was not a case of defaulting on the part of the NATO countries. 

I am not suggesting they would have been able fully to provide 
those goals, but we must talk now in terms of present requirements, 
not in terms of the remnants of former goals. 

Senator Munpr. Have they for example increased the number of 
airbases ? 

General Norstap. No, sir; we decreased materially the requirement 
for aircraft by several thousand and, of course, the number of air- 
fields required as well. 
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(Discussion off the record.) 


DEFENSE EXPENDITURES OF NATO COUNTRIES 


General Norstap. The top line of this chart [chart No. 13] repre- 
sents the defense expenditures of the NATO countries, less Canada, 
Germany, United Kingdom, and the United States; essentially, the 
European countries less Germany. You will notice that it is rising ; 
that these countries are contributing to their defense on a rising curve. 

The lower lin aking again in my own area for these 
European conihitriee loch the pattern of the aid shipments from the 
United States. So there is an actual decrease here over a period of 
time, which is right and normal, at the same time that there is an 
increase in national expenditures. I want to emphasize the fact that 
these countries are putting more of their own money, more of their 
own effort, into maintaining this defense force. 

Senator Extenper. I have been contending that the countries of 
Western Europe are well able to take care of themselves, and that we 
should not have to contribute to their military effort. Why, in this 
very bill, there is three-quarters of a billion dollars to furnish military 
assistance to the countries of Western Europe. 

General Norstap. No, sir. May I say something? I know you 
have to leave 

Senator E.ienper. I would like to talk to you again, because we 
have not started, as far as I am concerned. 

General Norstap. I would like to make this st»tement in summary ; 


SIGNIFICANT MILITARY FORCE OF NATO 


In the course of the last 5 or 6 years, we have created military 
strength in the NATO area. We have created strength in quantity 
and numbers. We have i improved the quality of the equipment. We 
have organized these forces into an effective unit. They do represent 
a significant military force at the present time, not yet adequate, as we 
have pointed out, but effective, nonetheless, even though we still need 
some more forces, according to the programs which T have outlined, 
and we are proceeding toward fulfilling those programs. 

This has resulted in a great change, anda great change in the atti- 
tude, and I am sure that Senator Ellender, who has visited in our 
area directly, has been aware of this. There has been a reawakening 
of all the people of the NATO countries; they are more active. 


INDUSTRIAL RECOVERY OF EUROPE 


He just indicated that the Marshall plan and other things have con- 
tributed to industrial recovery of these countries, and there is indus- 
trial recovery in many of the countries. 

Senator EL.Lenper. Have you ever seen any better ? 

General] Norsrap. There is great industrial recov ery in these cou 
tries. I amsure the Marshall plan contributed to this. 

I am sure that the military strength which has been created has 
been a foundation on which this has been built. But the real strength 
is in the fact that we have these 15 countries working together for a 
common purpose. It is both the military strength that you people 


94737— 57 —17 

















256 MUTUAL SECURITY APPROPRIATIONS, 1958 





are supporting in these aid programs, and it is the strength of this 
union, this alliance of 15 countries. We have talked of certain forces, 
but what is the great deterrent at the rae time? It is the unity 
of these many countries working together for a common purpose. 

If there is no threat, then the money we are putting in to help 
create this strength, of course, is too much. But how much are we 
putting in, and what are we getting out of it? I would like to suggest 
that, under review of what this means, not to Europe, not to NATO, 
but to the United States itself, you are getting a great deal for every 
dollar that you have invested in these aid programs and every dollar 
that is before you for consideration at the present time. 

You are buying a tremendous amount of defense for the United 
States. Basically, the thing that concerns you people is strengthenin 
the United States, and this does strengthen the United States, i 
in great measure. 


UNITY 





AND HARMONY AMONG NATO NATIONS 


Senator DworsHak. May I ask a question at that point? You have 
stressed the importance of unity and harmony among the 15 nations 
operating through NATO. We are all aware of the diversion b 
France of forces and military equipment, and part of her responsi- 
bilities to NATO, to Algeria. Have you discerned any adverse effect 
upon the European members of NATO in meeting their own in- 
dividual commitments and responsibilities to NATO since that 
diversion took place ? 

General Norstap. No, sir; I have not. I think everyone is con- 
cerned, we are all concerned, about this Algerian situation, and, of 
course, most of all, the French Government, because it does result. in 
this direct diversion. 

Furthermore, anything that presents such a great problem to any 
of the NATO members 

Senator Extenper. It has not resulted in the disillusionment of 
other members of NATO? 

General Norsrap. No, sir. 

Senator Evienper. Psychologically speaking. 

General Norsrap. I would say not. It certainly has not been re- 
flected in any reduction of either interest or activity on the part of 
any other country. I am sure that it has not affected adversely the 
attitude of any country. 

Senator ELtitenper. How about the British ? 

(Discussion off the record.) 

General Norstap. They are preparing to withdraw some, sir. 

(Discussion off the record.) 

Senator E.tenper. What will be the effect of the British with- 
drawal ? 

General Norstap. When you are talking of hundreds of thousands 
or millions of people, it is hard to make a startling statement on what 
happens when you remove a number. I could not possibly say this 
is the difference between success and failure, that this is the difference 
between night and day, that this will compel me to adjust this line 
and pull it back. 

Senator Ex.enper. I do not like the fact that as they withdraw, we 
increase. 
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General Norstap. That is not correct. There is no increase that I 
am aware of. 

Senator ELtenver. We are going to program about three-quarters 
of a billion dollars for Europe in fiscal year 1958. 

General Norsrap. That is right, but this is the trend of what we 
are doing in the way of these aid programs. 

Senator Eitenver. I know, but Congress has had something to do 
with that. 

General Norsrap. Yes, sir, but the trend is up, as far as the expendi- 
tures of the rest of these countries is concerned. 

I would like to see us do this for nothing. I would like to see us do 
this as economically as possible, and we are trying by constant reviews 
of these requirements to see if they actually really are necessary, and 
will be necessary 5 years from now, which is a good test. 

We realize that the only way we can maintain this strength is to 
maintain it on the most economical possible basis. We are trying to 
do that. Unfortunately, we have not been able to get to the point 
where we can come to you gentlemen and say we don’t need your help. 
We do need your help, and I am afraid we are going to continue to 
need your help. 

PRICE OF PEACE 


But, Senator, the thing that also impresses me, and I am sure im- 
presses you equally, is how much do you pay for a week or a month or 
a year of peace—we pay a lot for a day, for a week or a month of war. 


We are buying peace here. We are buying it with our efforts, and 
behind those efforts is money of the United States and of all the con- 


tributing countries. 

I believe it is worth while. I hope we can do this so effectively 
and so efficiently that we can reduce the cost to the United States and 
to all member countries, but believe me, I think that this is worth 
while. 

Chairman Haypen. Thank you for your statement, General. 

(Whereupon, at 12:45 p. m., Friday, July 26, 1957, the committee 
recessed, to reconvene at 10:30 a. m., Monday, July 29, 1957.) 
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MONDAY, JULY 29, 1957 


Unrrep States Senate, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The committee met at 10:40 a. m., in room F-37,'the Capitol, pur- 
suant to recess, Hon. Carl Hayden (chairman of the committee) 
presiding. 


Present: Chairman Hayden, Senators Ellender, Robertson, Salton- 
stall, Young, and Thye. 


INTERNATIONAL COOPERATION ADMINISTRATION 


Murvuau Securrry Program ror Europe 


STATEMENTS OF HON. C. BURKE ELBRICK, ASSISTANT SECRETARY 
FOR EUROPEAN AFFAIRS, DEPARTMENT OF STATE; STUART H. 
VAN DYKE, REGIONAL DIRECTOR, OFFICE OF AFRICAN AND 
EUROPEAN OPERATIONS, INTERNATIONAL COOPERATION AD- 
MINISTRATION; BRIG. GEN. JOHN S. GUTHRIE, REGIONAL 
DIRECTOR, EUROPEAN AREA, ISA, DEPARTMENT OF DEFENSE; 
AND COL. HARRY H. CRITZ, DEPUTY DIRECTOR, OFFICE OF PRO- 
GRAMING AND CONTROL, ISA 


PREPARED STATEMENT 


Chairman Haypen. The committee will be in order. 

Mr. Elbrick, you appear as the first witness, I believe. Is that right ? 

Mr. Exerick. Yes, sir. 

Chairman Haypen. I am going to suggest that we print your state- 
ment in the record in full at this point. You may read such part of 
it as you wish and highlight other parts. 

Mr. Exsricx. If I may, Mr. Chairman, I would like to do that. 

Chairman Haypven. The statement will be included in the record 
at this point. 

(The statement referred to follows :) 


The mutual security program in the European area is almost exclusively a 
program of military assistance. In essence, this assistance is designed to boost 
Europe’s own very substantial defense efforts by helping our allies to meet 
certain equipment and training needs which they cannot meet themselves, and 
by this means to assure the maintenance of a much larger and more economical 
aggregation of defensive power than would otherwise be possible. In other 
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words, our mutual security assistance to Europe is fundamentally an invest. 
ment in America’s own security, no different in purpose from our investment ip 
our own Army, Navy and Air Force. 

There is no need to emphasize the nature and magnitude of the threat to 
our security which makes these defense measures necessary. All available 
evidence indicates that Soviet military power is continuing to increase, through 
the introduction of modern weapons and through determined expansion of 
the industrial base which supports its military machine. The Soviet Union 
and its satellites still maintain enormous military forces, far beyond any reason- 
able security requirements. They have an extensive and highly dangerous 
nuclear potential, and are making steady progress in overall scientific and tech- 
nological development. So long as we and our allies maintain a strong system 
of defense, we have reason to hope that the Soviet rulers will refrain from 
using their vast military power—that they will recognize the suicidal risks of 
general warfare and will confine their expansionist efforts to the nonmilitary 
field. However, this is a hope and not a certainty. Moreover, if we should 
ever let down our defensive guard, we would be handing the Soviet rulers an 
engraved invitation to throw caution to the winds and to reestablish military 
force as the key instrument of their program of conquest. 

I believe these facts are generally accepted both by the Congress and the 
public. Virtually no one questions the need for maintaining strong military 
defenses. All of us, however, are properly concerned about the huge cost of 
modern defenses and are anxious to secure the protection we need with maximum 
efficiency and economy. This is one of the main objectives of the mutual security 
program in Europe. 

I have occasionally heard people complain about the assistance which the 
United States has given to allied nations, and have heard them ask, “When are 
these countries going to be able to stand on their own feet?’ The answer is very 
simple. Most of our allies can stand on their own feet right now, provided the 
United States wants less defense for more money. If the mutual security program 
in Europe should be drastically reduced, it would mean that European defense ef- 
forts would be much smaller and far less productive, and that the total defensive 
power available for the protection of America and Europe alike would be greatly 
reduced. The only way we could compensate for this reduction would be to in- 
crease our own national defense expenditures by an amount several times 
greater than the amount of this program. Those of us who are sincerely in- 
terested in achieving maximum safety at minimum cost are compelled to recognize 
that abandonment of our military assistance programs would not be an act 
of economy. 

The special importance of free Europe to American security has long been rec- 
ognized by the Congress. This recognition has been reflected by such measures 
as the Greek-Turkish aid program, the Marshall plan, the North Atlantic Treaty, 
the stationing of American forces in Europe, and our continuing programs of 
military and technical assistance. We have undertaken these commitments not 
merely because of our sincere friendship for the European peoples, but primarily 
because we know that the extension of Soviet control over free Europe would 
be a strategic catastrophe for the United States itself. 

During the last 2 or 3 years, Communist pressures have been more active in 
the Near East and Far East than in Europe, mainly because European economic 
recovery and the development of a strong NATO defense system have removed 
many of the weaknesses which the Soviet rules once hoped to exploit. At the 
same time, Soviet rulers are well aware of the fact that free Europe remains the 
most valuable prize that the Communist empire could hope to capture. Control of 
Europe’s factories, mines, laboratories, bases, skilled manpower and worldwide 
economic interests would give Russia exactly what its rulers need most in order 
to achieve global supremacy. 

Since control of Europe would add so enormously to Soviet strategic capabili- 
ties, our interest in keeping Europe out of Soviet hands is obvious. But there 
is another side of the picture which is not nearly so well understood, I refer to 
the important contribution which the free nations of Europe are making to our 
own strategic capabilities. Too many Americans, I fear, are inclined to think of 
our treaty commitments and assistance programs solely as devices for “protect- 
ing Europe.” The truth is that we are equally interested in the extent to 
which Europe can help protect the United States. We ourselves need many 
things that Europe has to offer. We need the help of its military manpower. 
We need its strategic bases, which put us 4,000 miles closer to the heart of 
Soviet power than Russia is to us. We can profit from European science and 


ie Se ah OR oe bk 2 Se ee 








MUTUAL SECURITY APPROPRIATIONS, 1958 261 


technology, which has played so important a part in the advance of civilization, 
including the development of nuclear energy. We need to have Europe’s sizable 
industrial establishment aligned with our own. Finally, we need the substantial 
financial contribution which the European nations, despite their limited re- 
sources, are making to the joint defense effort. 

By active participation in the NATO defense system and by providing selected 
military assistance, we have made it possible for our European allies to maintain 
a truly significant Defense Hstablishment. As President Eisenhower has pointed 
out, in addition to our own forces, NATO now has more than 80 trained divisions, 
active and reserve, with some 5,000 modern aircraft, and 600 major naval vessels. 
Equally important, at least from the standpoint of the American taxpayer, is the 
fact that the European governments are bearing the lion’s share of the cost of 
these forces. During the 7 years of the NATO buildup, our European allies have 
contributed about 85 percent of the total cost of their defense programs and have 
supplied roughly 60 percent of the materiel for their forces. Today the European 
countries are carrying an even greater portion of the load than is indicated by 
these figures, which span a 6-year period. In each of the years from 1952 through 
1954 our military assistance was more than twice the amount now being requested 
for Europe, while European countries have maintained their defense expenditures 
at about the same level. Indeed, in 1956 the combined expenditures of the 
European NATO countries (including Greece and Turkey) reached a postwar 
high of more than $13 billion, compared to about $6 billion in 1949, the year NATO 
was established. 

Even in this modern age of astronomical defense costs, $13 billion is not a sum 
to be lightly dismissed. It represents a very substantial addition to our own 
defense expenditures. At the present time, the European nations are contributing 
almost $8 from their own defense budgets for every dollar’s worth of military 
assistance we are giving them. Moreover, we must remember that the particular 
forms of assistance we are providing are essential in order to make Europe’s 
own defense efforts successful and meaningful, and that the loss of this assistance 
would tend to undermine the entire defense structure that has been so painfully 
erected in Europe. 

It is natural that some Americans still wonder why the relatively small amount 
of American assistance being requested is so important to the total European ef- 
fort. One may ask why the Europeans can’t increase their own budgets and 
eliminate the need for American assistance altogether. Unfortunately, the 
problem cannot be solved so simply. In the first place, the defense programs of 
most of our European allies are already near the levels which they can sustain 
without serious political and economic strain. The average European taxpayer, 
despite Europe’s economic progress in recent years, still earns only about one- 
third of the income of the average American taxpayer. He is also paying a 
larger percentage of his income in taxes than the average American. His national 
economy is far more dependent upon foreign trade and investment than the 
American economy, and his nation’s financial structure is less stable. He is 
more easily affected by relatively small shifts in economic trends at home and 
abroad. Nonation can have an effective defense system without a sound economic 
base. While we constantly encourage contributions by allied governments up 
to the extent of their economic capacity, it would be counterproductive to seek 
contributions beyond this point. 

Even if our European allies were able to increase their defense efforts sub- 
stantially, American military assistance would remain vital to the effectiveness 
of these forces. The value of any nation’s military forces depends increasingly 
upon its possession of modern weapons and its ability to employ modern tech- 
niques of warfare. The importance to our European allies of such items as 
guided missiles, the more advanced types of aircraft, and up-to-date electronic 
equipment can hardly be exaggerated. Unfortunately, most of our allies are 
unable to produce these things for themselves, regardless of the level of their 
military expenditures. Nor can they provide for themselves the highly specialized 
training that modern weapons and techniques involve. They simply do not 
have the physical resoruces required for large-scale technological research and 
development. They are, therefore, compelled to look to the United States for 
these things. At the same time, most of them cannot afford to use their limited 
store of dollars to buy the needed items. Most of them suffer a chronically ad- 
verse balance in their normal commercial relationships with the dollar area and 
do not have any dollars to spend on military equipment and training. Thus, 
United States military assistance is the only feasible way to insure that allied 
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nations have certain key items that will make their own defense expenditures 
worthwhile. 

This point is highly significant, both in a psychological sense and a direct mili- 
tary sense. Allied governments could hardly be expected to continue spending 
large sums of money, drafting large numbers of young men into the armed 
forces, devoting factories and other facilities to military production, building 
expensive bases, and providing valuable real estate for allied bases and doing 
the other things required for an effective defense program if these efforts did 
not add up to any significant result, if their defense programs were not meaning- 
ful under modern conditions of warfare. On the other hand, so long as our Euro- 
pean allies have reasonable assurance of being able to obtain modern equip- 
ment and training, they know that their efforts have meaning. They can, there- 
fore, be expected to continue to participate actively in the common defensé sys- 
tem—a defense system that affords us a degree of protection worth many times 
the amount of our contribution. 

So far, the NATO alliance has been a most successful undertaking. Its success 
is reflected not only by the development of the military strength already de- 
scribed, but also by other achievements. 

Most important, of course, is the fact that the war which many Europeans 
feared a few years ago has not occurred. Furthermore, the Communist tide that 
was sweeping westward in the early postwar years has been stopped cold; not 
another inch of European territory has fallen under Communist domination since 
NATO was formed. In an important sense, this tide has actually been reversed, 
because it is evident that NATO exerts a profound psychological influence on 
Eastern Europe.. By developing a real position of strength, NATO has con- 
tributed indirectly to the Soviet agreement to restore independence to Austria, 
and has helped maintain the hope for eventual freedom in the hearts of the satel- 
lite peoples. If NATO remains a center of strength, there is reason to hope that 
the Russian rulers will gradually come to realize that their own best interests 
are served by more reasonable policies. Our chances of obtaining a safe and 
workable arrangement for controlled disarmament. for example, will depend in 
no small degree upon the continuing strength of NATO. 

NATO has also stimulated more active cooperation in various fields among the 
Atlantic nations themselves. Increasing attention, as you know, is being given 
to the political, economic, and cultural relationships among member nations. 
Political consultations in NATO during the past year have been more extensive 
and more profitable than ever before. Similarly, NATO has afforded a pro- 
tective umbrella under which the European nations have been able to make 
steady progress toward internal political stability, economic health, and integra- 
tion among themselves. The strength of local Communist parties and fellow- 
traveling elements has steadily declined and has now reached a postwar low 
in most countries. Meanwhile, the European nations have continued their ef- 
forts to achieve closer economic and political unity; the treaties now pending for 
the creation of Euratom and a common market represent an outstanding ex- 
ample of this progress. I would not suggest that NATO deserves principal credit 
for all these favorable developments, but it has contributed significantly to all 
of them. 

While we have grounds for genuine satisfaction at NATO’s accomplishments, 
it would be a grave error for us to become overoptimistic or complacent about 
the European scene. The Congress is aware that we still face many problems 
and difficulties in that area, and that some of these are serious indeed. 

IT have already referred to Europe’s limited economic capabilities. Compared 
to the situation in which it found itself 10 years ago, Western Europe today isa 
picture of economic health. Many observers were agreeably surprised when the 
European nations demonstrated their ability to live through the Suez crisis with- 
out economic disaster. However, the overall economic situation in many parts 
of free Europe remains precarious. This is inevitable where foreign trade is a 
matter of life and death and where a nation’s population is constantly threaten- 
ing to outrun its basic resources. 

Our mutual security program for Europe, of course, is not directly concerned 
with these economic problems. Most of our European allies have received no 
economic assistance for several years, and the proposed program for fiscal year 
1958 contains only a few relatively small items that can be labeled “economic” 
in any sense. The Marshall plan helped the European countries to get back on 
their feet after World War II. Between 1948 and 1952, when Congress enacted 
the first mutual security legislation, we provided under the Marshall plan some 
$13.5 billion in economic assistance to European countries, including Greece and 
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Turkey. The military assistance program which became necessary following the 
Communist aggression in Korea was an entirely new development, directed to 
an entirely different problem, and one which is still very much with us. Under 
this military assistance program we have, during the period 1950 through 1956, 
provided approximately $12.3 billion of military equipment and training to our 
European allies. From 1953 onward, the volume of our economic or defense sup- 
port aid fell off sharply. The volume of economic assistance programed for 
these countries was $322 million in 1955, $248 million in 1956, and $200 million 
in 1957. A great part of this has been not for Western Europe but for Greece 
and Turkey, whose economic resources are more limited than those of the West- 
ern European countries. Spain, Yugoslavia, and Berlin have been the principal 
recipients in Western Europe, 

Our current military problems in NATO can be traced to a combination of 
economic, political, and technical factors. The incredible sweep of present-day 
technology requires constant revision of military plans and constant attention 
to the progressive modernization of defense forces. NATO strategic planning is 
necessarily based on the assumption that Soviet aggression against the European 
area would be resisted with the most modern weapons and techniques available. 
Unfortunately, most of our European allies still have considerable distance 
to go in developing up-to-date forces and thus are not yet in a position to make 
their maximum contribution to the joint system of defense and deterrence. 

The military situation in Europe, as you know, has also been complicated 
by the cutback in the military establishment of the United Kingdom announced 
earlier this year. The reasons for this cutback are predominantly economic. 
For some years, the United Kingdom has been maintaining a higher level of de- 
fense.spending than any other NATO country except the United States, and 
has been doing this in the face of the fact that Britain’s per capita income is 
about one-half that of the United States. During late 1956 and early 1957 
the United Kingdom suffered a severe and continuing drain in its gold and 
dollar reserves—a drain which began before the Suez crisis and was accentuated 
thereby. In view of these facts, it is not difficult to understand Britain’s de- 
cision to reduce defense expenditures. They have, however, attempted to main- 
tain equal defensive strength, and we would hope that any other NATO govern- 
ment which might similarly reorganize its defense program would likewise con- 
centrate on maintaining defensive strength. 

We are also concerned that the buildup of German military forces is not 
progressing as rapidly as we had hoped. While not denying previous commit- 
ments to NATO for a total of 500,000 men, the German Government has indi- 
cated that budgetary, political, and technical considerations make it impossible 
to indicate at this time when these goals will be reached. In appraising the 
delays we must nevertheless recognize the real political problems which rear- 
ment presents in Germany, where memories of Germany’s bitter experiences in 
two world wars are still fresh, and where the opposition parties in an election 
year have been able to make a major issue of the rearmament program. We 
do not doubt the German Government’s determination to fulfill its defense com- 
mitments, much as we regret the delays which the buildup has encountered. 

In addition to its economie and military problems, NATO has also been con- 
fronted with difficult political problems. The political differences which oc- 
casionally arise among the Allies receive a great deal of publie attention, some- 
time more than is justified. However, differences such as those resulting from 
the military action in the Middle East and from the Cyprus dispute cannot be 
lightly brushed aside. The political strains caused by the Middle Eastern 
crisis have now been largely repaired, but we must anticipate recurring political 
differences within the Atlantic family, particularly with respect to issues in- 
volving relations with non-European areas. The important thing to remem- 
ber is that we should not exaggerate these differences. None of them has im- 
paired the fundamental solidarity of NATO. In fact, NATO has often served 
as a useful instrument for minimizing their consequencies. 

Another problem that requires special attention is the unceasing campaign 
of the Soviet Union and its political henchmen to sow dissension among the 
Atlantic allies, to frighten governments and peoples into a state of neutralism 
and to convince Europeans that it would be advantageous to seek an accommo- 
dation with the Soviet Union on Soviet terms. Recent Russian moves in this 
direction have been rather crude, as exemplified by the warning notes sent to 
various allied governments. The firm replies sent by various NATO countries 
show that the effect was just the opposite of what the Russian rulers hoped for. 
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Nevertheless, we must expect this campaign to continue without abatement, and’ 
perhaps in a more subtle fashion. Communist influence in Europe was dealt a 
severe blow by the bloody Soviet suppression of the revolution in Hungary and 
the Soviet rulers are now seeking desperately to recover the tactical position 
they enjoyed before the Hungarian tragedy. Someday they will learn that they 
cannot have their Dove of Peace and eat it too. 

There are other difficult problems which we must deal with during the months 
ahead. NATO just isn’t the kind of operation that we can ever expect to wrap 
up and forget about. It demands constant attention and constant effort by every 
member, including ourselves. However, past experience gives us every reason 
for confidence in our collective ability to solve the problems now confronting us 
and to move forward steadily toward a stronger and more advantageous rela- 
tionship. So long as the United States remains determined to do its part to make 
the alliance a success, I believe the other members will do likewise. 

Obviously, “doing our part” involves a great many things other than the 
military assistance program. I am thinking of such things as the maintenance 
of our own foreign military forces in Europe, our willingness to consult and deal 
with our allies as equals, and our attitude on various policy issues that affect 
their vital interests. The process of “doing our part” runs the whole gamut of 
our European diplomacy. However, it is clear that mutual security assistance 
is an indispensable element in this process. 

Secretary Dulles has already described certain proposed changes in the mutual 
security legislation which are designed to improve the operation of the program. 
Some of these changes, such as the establishment of a development loan fund 
under title II of the act, would have little impact upon the European area. On 
the other hand, the changes which are aimed at a clear-cut separation between 
military and economic assistance should, I believe, prove beneficial to the opera- 
tion of our European program. First, we propose that the concept of “defense 
support,” which has caused some confusion in the past, be redefined to exclude 
all forms of aid not directly related to defense objectives. Next, we propose 
that the funds for defense support, together with the funds for military equip- 
ment and training, be appropriated as part of the Department of Defense budget 
under a continuing authorization just as in the case of our regular defense ap- 
propriations. 

These changes would have both psychological and administrative advantages. 
They point up the direct relationship between the mutual security program and 
our own defense needs. Our national safety depends upon the effectiveness of 
the whole mutual defense system—not just our own part of it, and congressional 
committees studying the foreign aid program have, as you know, recommended 
this new approach. I believe that it will help to eliminate misunderstanding 
both at home and abroad as to the true function of military assistance, will 
facilitate the coordination of national and international defense activities, and 
will provide a sound hasis for long-term planning. 

I will not attempt to describe in detail the projected use of the funds now being 
requested. My colleagues from ICA and the Department of Defense are pre- 
pared to provide such information. However, I would like to call attention to 
the following key points. 

The bulk of the European program is designed to provide military and defense 
support assistance to European countries, primarily our NATO allies, with 
emphasis again this year on modern weapons. When the European share of 
various global programs is included, the total for Europe is approximately $890 
million, out of a total mutual security program for Europe of some $927 million. 
Of this $890 million, some $296 million is needed to carry on the costly business 
of providing new weapons to our European NATO partners. This new weapons 
program, the infrastructure program, calling for $109 million, and 1 or 2 others 
such as the facilities assistance program and the mutual weapons development 
program, which are described in the presentation book on nonregional programs, 
are programs which are directly related to our participation in NATO and are 
of key importance to the maintenance of NATO strength. Unless the Senate can 
restore the funds cut by the House, serious reductions will be necessary in the 
proposed military assistance for Europe and for other areas. I have explained 
in this statement that unfortunately there is no substitute for the United States 
military equipment and training which these funds would provide for our NATO 
allies. If the United States does not provide this specialized assistance, no one 
else is in a position to do so. We are in the unique and responsible position of 
supporting our NATO allies with certain marginal assistance which is avail- 
able from no other source. If we reduce the level of this assistance below the 
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required amounts we will run grave risk of weakening NATO forces in critical 
respects and by raising doubts in the minds of our allies on the steadfastness 
of our attachment to a strong, modern NATO defense, we may provoke a far- 
reaching chain reaction of reductions in other countries of the alliance. 

In addition to the military assistance program for NATO Europe we propose 
to continue a reduced program of military and defense support in Spain, which 
is of course closely related to our agreement with that country for the construc- 
tion and joint use of important naval and air bases. We are also proposing a 
small technical assistance program, funds for which are requested under Title 
lil, Technical Cooperation. Spain would be eligible for possible additional eco- 
nomic assistance under the new development loan fund. 

The remainder of the fiscal year 1958 program for Europe consists, as last year, 
of aid to Yugoslavia and West Berlin, plus small technical cooperation and ex- 
change programs. In the case of Yugoslavia, we are proposing $15 million 
in special assistance and $2.5 million for technical cooperation. Although Yugo- 
slavia is not allied with the United States, we continue to have a very great 
interest in that country’s ability to maintain its independence. As the only 
country that has successfully pulled away from the Soviet orbit, Yugoslavia 
exercises a great psychological influence upon the entire satellite area, and the 
maintenance of its independence is, therefore, of special importance at this time. 

Although our assistance to Yugoslavia is relatively small, there have been 
occasional objections to this assistance on the grounds that Yugoslavia is still 
a Communist country. There can be no question about the fact that its govern- 
ment is founded upon the Communist philosophy and that we have no sympathy 
for this philosophy. However, Yugoslavia has successfully resisted Soviet ef- 
forts to bring it again into the Soviet political and military system. Moreover, 
it is important to remember that Yugoslavia, unlike Russia and its puppet states, 
is not engaged in efforts to force its philosophy upon other countries. It has 
maintained a position of true neutrality. In the meantime, its need for outside 
assistance remains acute partly because it is spending a very large portion of 
its national income for defense. The essential question facing the United States 
therefore, is not whether we agree with Yugoslavia’s political and economic phi- 
losophy, but whether we want Yugoslavia to be able to stay independent. I 
believe our national interests in this matter are clear. 

Little needs to be said about the special economic assistance requested for 
West Berlin. Many Members of the Congress have had an opportunity to visit 
the city and fully understand its strategic and psychological importance. Be- 
cause of its geographic position surrounded by the Soviet Zone of Germany, 
West Berlin will continue to face extraordinary economic difficulties, and we are 
determined to do whatever is necessary to assure its survival. 

In conclusion, I would like to emphasize once more that this program yields 
dividends—dividends in United States security. It can be operated more effi- 
ciently, and I have mentioned some of the changes which the administration is 
proposing this year to that end. The program, however, cannot be dispensed 
with or drastically reduced. This would be false economy, jeopardizing the 
security of our Nation. 


GENERAL STATEMENT 


Chairman Haypen. Proceed. 

Mr. Exsrtck. Mr. Chairman, in fiscal years 1958 and 1959, the Eu- 
ropean mutual security program is almost exclusively military. The 
Defense and ICA witnesses will describe the specific programs for 
which the funds are requested, but I would like if I may to discuss 
briefly three broad questions. 


PRESENT CONDITION OF NATO 


First, what is the present state and condition of NATO? NATO, I 
think, stands today as a proven military alliance, a very successful 
alliance. 

The Communists’ western advance has been halted. Not one inch 
of territory has been lost since the alliance was founded. 
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Behind the security of the NATO shield the Western European 
peoples have regained economic health, they are taking new initiatives, 
toward economic integration. 

Beyond the shield there are signs of growing dissatisfaction and 
oe traceable in part, we believe, to the pull of freedom from NATO 

urope. 

In most of the NATO countries the NATO alliance is the core and 
the foundation of international policy. It is beyond political ques- 
tion or challenge except, of course, by the Communist minorities. 

The importance of NATO is shown, I think, by the unremitting 
Soviet efforts to divide and weaken it. The fact that NATO is basi- 
cally healthy and solid is as important today as it has ever been in the 

ast. 

7 The Soviet threat in Europe remains and can only be deterred by, 
equal or superior forces. The Soviet armed might is steadily in- 
creasing. 

A foolproof system for reduction of armaments is still only a hope, 
even though aslightly brighter hope today. 

Communist pressures during the last 2 or 3 years have been more 
active, it is true, in the Near and Far East than they have in Europe. 
This, however, is due to the fact that the Soviets have found Europe 
too tough to crack. 

Europe is still the prime objective of Soviet policy and the most 
valuable place that the Communist empire could hope to capture. 

I certainly would be the last to underrate the various more suitable 
forms of Communist aggression, but I certainly hope that we never, by 
letting down our military guard, test the Soviet Union’s readiness to 
revert to military pressures or to subversion or to open aggression as 
employed in Europe before NATO was established. 


NATO PROBLEMS 


NATO, of course, faces various problems. There is the question of 
Cyprus. There is the question of withdrawal of the French forces 
from the Continent, the delays in the German buildup, the reduction 
of the United Kingdom forces, and the high cost of force modern- 
ization. 

All these are serious matters and we do not regard any of them 
with complacence in NATO, but the essential unity and strength and 
usefulness of the alliance remains and will remain. 

Good progress has been made in overcoming setbacks and moving 
forward. Political consultation in NATO is more effective and is 
more profitable than ever before. 

At the height of the Suez crisis there was no question in the minds 
of those close to NATO that the rift would be healed and that the al- 
liance would be resolidified. 


NECESSITY OF CONTINUED UNITED STATES AID TO EUROPE 


Secondly, why is continued United States military aid to European 
NATO countries still necessary? Are these countries doing their 
full share ? 

Germany, as you know, is now purchasing all of its overseas equip- 
ment requirements, beyond the arms that we originally committed our- 
selves to give them. 
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The United Kingdom also basically is on a reimbursable basis, ex- 
cept. for completion of programs funded in previous years, ‘and the 
essential reasons why other European NATO nations still require 
limited help lies in the fact that the average European taxpayer, de- 
spite the economic progress of recent years, still earns only about one- 
third of the income of the average American taxpayer. 

Thus, even though he pays a larger percentage of his smaller income 
in taxes than the average American does of his larger income, govern- 
ment revenues are insufficient to meet total defense costs, including 
the cost of new weapons, and at the same time meet other essential 
needs of the government. 

We constantly encourage contributions by allied governments up to 
the extent of their political-economic capabilities. But we feel that 
it would be counterproductive to seek contributions beyond this point. 

The only recourse of most of the NATO countries is reliance on 
the United States for a diminishing amount of conventional equip- 
ment and, for the present, virtually all of the complex and expensive 
new weapons, which are required to maintain NATO’s frontline 
strength. 

Failure of the United States to provide this aid would mean that 
the forces of our allies in Europe would deteriorate, that the United 
States forces in Europe would be inadequately supported, and that 
NATO strategy based on an integrated atomic capability would be 
jeopardized. 

We believe that the European NATO countries are doing their share. 

I think it is not always realized that those countries, besides furnish- 
ing the bulk of NATO manpower in Europe, have consistently borne 
the lion’s share of the zost of their forces. 


CONTRIBUTIONS BY NATO ALLIES 


During the 7 years of the NATO buildup the European NATO 
allies have contributed 85 percent of the total cost of their defense pro- 
grams and roughly 60 percent of the materiel for their forces. 

They have spent nearly $6 from their own resources for every dollar 
of United States aid. And that amount is increasing as time goes on 
in comparison to what the United States provides. 

In addition, the European countries make available valuable land 
for base facilities, airfields, and that sort of thing. 

The 1956 defense expenditures of a number of NATO countries 
represented substantial increase over 1955. In only two countries 
were expenditures lower than in 1955. 

And further increases are planned in a number of countries in 1957 
and 1958. 

Chairman Haypen. What are the two countries that are lower? 

Mr. Exertcx. Germany is one of them. The other is Luxembourg. 

(Discussion off the record.) 

Senator Eitienper. To what do you attribute that? 


DELAY IN GERMAN BUILDUP 


Mr. Exsrick. I have already mentioned, Senator, the delay in the 
German buildup which, of course, has given us some concern. I think 
the only significant decrease in that year 1956 was in Germany. 
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For political and other reasons which the Germans themselves con- 
sider to be very important, they have not been able to build their forces 
up at the rate originally expected of them. They assure us, however, 
that they will do so and that they have every intention of providing the 


forces called for under the North Atlantic Treaty Organizations 
force goals. 


There has been a delay, however: 

Chairman Haypen. Am I correct in assuming that in proportion to 
their wealth and population, the Germans, if they carry out their pro- 
posal they will do a little bit better than anybody else in Europe? 

Mr. Exerick. The German economy is in very good shape, as you 
know. Germany is coming back in a great hurry since the last war. 


ASSISTANCE TO BELGIUM 


Senator E.utenper. The Belgium economy has also made a good 
recovery. Yet we have sent over a billion dollars in military aid to 
Belgium and only $700 million to Germany. This was done, notwith- 
standing the fact that Germany will be better able to aid us in the 
event of war. 

Mr. Exsrick. Senator, I think we can expect assistance from Ger- 
many, certainly. I think we can look forward to this, but I do want to 
draw a distinction between Germany which is a pretty large country, 
even though it suffered terribly in the last war, and Belgium. 

Senator E.tenper. Yes, I understand that, but if you included the 
Belgian Congo and Luxembourg, the total resources of Belgium are 
quite large. 

y should we continue to assist Belgium? We have already spent 
over a billion dollars in military aid. 

I think it is shameful that we should continue to aid those people 
who have received billions of dollars in assistance of various kinds. 

It strikes me, as I have often said, Mr. Secretary that we are too 
soft with our allies. They will continue to take all that the traffic will 
bear as long as we respond to their requests. 

Mr. Exsrick. If I may, Mr. Chairman, I would like to respond to 
this question about Belgium. I do not know that I can do it entirely 
satisfactorily, but at least you may know, Senator, that our aid pro- 
gram, military aid to Belgium, has been decreasing steadily and that 
actually what we program in this present legislation for 1958 I think 
is some ; 

Senator E.tenver. How much is in the pipeline for Belgium and 
Luxembourg ? 

(Discussion off the record.) 

Mr. Exsrick. On this question of military expenditures, military 
aid, of course, General Guthrie and Colonel Critz are here from the 
Department of Defense. They will go into that in detail, I assume. 

I would like to say a word about Spain, for which we are requesting 
$30 million in defense support. 
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SPANISH ECONOMIC SITUATION 


The Spanish economic situation is serious due to inflationary pres- 
sures and the balance-of-payments difficulties. We are now increas- 
ing the fiscal 1957 program under section 401, to a total of $70 million. 

In planning for the fiscal 1958 program we have limited our request 
to $30 million in defense support on the assumption that Spain is or 
will be eligible for further assistance from the development fund pro- 
vided for in this draft legislation. 

Senator Ex.enper. Mr. Secretary, you are requesting military as- 
sistance for Spain totaling ———— although Spain is not a part of 
NATO, and economic aid aggregating $31 million. Now, why is that 
necessary, in view of the fact, that we are spending hundreds of mil- 
lions of dollars there to build military bases at our cost? 

We were led to believe, and it is in the record, that the base con- 
struction in Spain would prime the economy of Spain. However, now 
we are requesting aid grants for Spain. 

What has happened to make us take a new course ? 

Mr. Exsricx. I am not quite clear as to whether we have actually 
taken a new course or not, but I want to say at the outset that this aid 
program for Spain is very closely connected with the base program 
which we have negotiated with Spain and which we consider to be of 
great importance to the defense not only of NATO Europe, but the 
United States, as well. 

If I may go off the record for just a moment, Mr. Chairman. 

Chairman Haypen. Yes. 

(Discussion off the record.) 


INCREASED CUST OF SPANISH BASES 


Senator Eiienper. I understood that the cost of constructing bases 
in Spain has increased considerably in the last couple of years. Is this 
correct ? 

Colonel Crrrz. To my knowledge not above the anticipated cost, sir. 

Senator ELtenper. | wish you would look into it. I was informed 
that wages have gone up three times what they were when you started. 

Colonel Crrrz. I cannot verify that. 

Senator ELienper. I wish you would look into this matter. If my 
information is correct the total cost of these bases will be $500 million 
instead of $300 million. 

(The information requested follows :) 

There has been a considerable increase in the costs of the United States airbase 
program in Spain. The increase has been due to rising wage rates in Spain as 


well as numerous other factors. The ultimate cost of the program as presently 
planned, is expected to be less than $400 million. 


This figure includes cost payable in pesetas derived from the economic aid 
program. 


TOTAL ECONOMIC AID FURNISHED SPAIN 


(Discussion off the record.) 

Chairman Haypen. Now let us go back on the record. 

Senator Ex.enper. Will you supply for the record the amount of 
economic aid that we have furnished Spain up to the present date ? 
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(The information requested follows :) 


Use or Arp To Spain Fiscat YEAR 1954-57 


Breakdown of use of dollars 


Te I oe see ielabinbiconiabacehectats dviuabihgpitertetineed bras repanelil 

Machinery and equipment 

nn Da ND a cra nari on epi Aen vate acne le 

Ocean freight 

CINE OTC isis siti bk he eed hcl and } pale ddd ih geal 
Technical exchange 


Total 


2Total does not add due to rounding. 
2 Excludes $1.3 million Danish kroner used in Spain, and the 1951 loan by the Export- 
Import Bank of $62.5 million. 


Use of local currency generated by aid to Spain 
Millions 
Total aid (obligations) through fiscal year 1957 
Less that part of technical assistance for which no counterpart deposit 
is required____- 


Total 
Plus Danish kroner used in Spanish program 


Total aid generating local currency 
To which usual counterpart use formula applies’ 


Base construction (60 percent) 
SOR ORIE, TOR CSIRO TH Wai ich eelicenctinwtbecinepinbinch temibe 
30 percent for Spanish use 


Of which: 
Railroads” 
Highways °* 
Airports and civil aviation ” 
Aid under sec. 109 of fiscal year 1955 appropriations act * 


20 percent of sec. 109 funds * 

80 percent of sec. 109 funds * 

Of which : 
Irrigation, reclamation, resettlement 
BEVOPRC WOE ced dco ee a ta 
Reforestation 


‘The general agreement on use of counterpart is that 60 percent is for base construction, 
10 percent for general United States use, and 30 percent for Spanish use, largely to improve 
transportation facilities, and especially those of importance to the base construction 
program. 

2Programed with counterpart generated through fiscal year 1956. Will be increased 
when the fiscal year 1957 counternart becomes available. 

® Sec. 109 of the fiscal year 1955 appropriations act made available $55 million of surplus 
agricultural commodities. Eighty percent of the local currency was to be used to 
strengthen the economy in Spain, and 20 percent for United States use. The latter has 
been interpreted to mean for United States use other than the normal administrative uses 
covered by the 10-percent account. This $11 million will probably be used to pay for 
educational and recreational facilities for United States troops in Spain and their families. 
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POWERPLANTS IN SPAIN 


Senator ELtenver. I notice in the justifications that we are build- 
ing powerplants in Spain. Who will own those plants, the govern- 
ment.or private individuals? 

Mr. Van Dyxe. Both, Senator. 

Senator Eiitenper. Why shouldn’t a project of this nature be 
financed on a Joan basis instead of a grant basis? 

Mr. Van Dyxe. I think you have a very good point. In the future 
we would expect projects of that type will be so financed. 


COUNTERPART FUNDS 


I would like to remind the committee that, of*the grant assistance 
that has been given to Spain in the past, 70 percent has flowed back to 
the United States as counterpart available for our use. 

Senator Extenver. In buying what? 

Mr. Van Dyke. In buying construction for the base program. 

Senator ELLenper. I know, but that is in connection with the base 
projects. 

Mr. Van Dyke. Yes; but in making a choice between loans and 
grants over the past 3 years, we have had to choose between getting 70 
percent back immediately or getting 100 percent back at some future 
date, 20 or 40 years from now. 

Faced with that choice, it has been our judgment that it is better to 
have 70 percent now, because we have an immediate need for pesetas 
in the construction program. 

Senator Ettenper. Aren’t these counterpart funds generated from 
the expenditures we have made for bases and not from the grants 
of which we are presently talking about ? 

Mr. Van Dyxe. What I am saying is that 70 percent of the peseta 
counterpart of the grants under the economic aid program has flowed 
back to the United States for United States uses. 

Senator Truyr. The economic assistance which involve the power- 
plants is the 70 percent that you are now referring to that will flow 
back as counterpart funds, which will be used in the construction cost 
of the bases. Am I right in that understanding of it? 

Mr. Van Dyke. That is correct. 

Senator Ture. It is not the counterpart funds that are earned from 
the expenditures on the bases that you are referring to, but it is on the 
powerplants that you economically assisted the Spanish Government 
with. 


1957 ECONOMIC AID TO SPAIN 


Mr. Van Dyke. That is correct. During fiscal year 1957 we granted 
the Spanish Government $70 million in economic aid funds. Seventy 
percent of that total, excluding 1 million for technical assistance, flowed 
back to the United States as pesetas for its use. 

Senator ELLenper. You mean in building the bases. 

Mr. Van Dyke. In building the bases and for other United States 
uses. 

Senator E.tenpver. How about the railroads we built—does that 
come in the same category ? 
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_ Mr. Van Dyke. Yes, sir, we did not build any railroads, we helped 
improve some. 


Senator Extenpver. You repaired and purchased rolling stock ? 

Mr. Van Dyke. Yes. 

Senator Ettenper. I had overlooked that feature. Can you give us 
a breakdown of the uses to which the counterpart funds have been put? 
You may add that information to the statement showing the total 
economic aid given to Spain to date. 

Mr. Van Dyke. I can tell you that we gave $298 million through 
fiscal year 1957. " 

Senator Ettenver. Through fiscal year 1957? 

Mr. Van Dyke. Yes, sir. Of that total, setting aside $2.8 million 
for technical assistance and $55 million from section 109 of the 1955 
Appropriation Act which provided that 80 percent should be used to 
improve the Spanish economy, 70 percent was made available for 
United States uses in connection with the base program and other 
purposes. 

Thirty percent was devoted to Spanish economic development, which 
in turn was tied very closely to our base program because its uses were 
restricted to defense production, transportation, and communications, 
— fields closely related to the base construction program in 
Spain. 

Senator Ettenper. You say 70 percent of $298 million, that is, $300 
million in round figures—you mean to tell us, you spent $210 million 
ro the bases? That would not coincide with the statement of Colonel 

itz. 

Mr. Van Dyke. Let me state there these are not dollars. These are 
pesetas. We will have available about $180 million worth of Spanish 
pesetas which will be spent in addition to certain dollar costs involved 
in the bases. and for other purposes. 

Senator Ettenpver. Are you spending any of this 70 percent on other 
projects in Spain? 

Mr. Van Dyke. The agreement with the Spanish Government pro- 
vides that 60 percent of the counterpart of United States grant aid 
shall be made available for the base program itself, and an additional 
10 percent shall be made available for other United States uses, in- 
cluding administrative expenses and so on. 

So the total available for United States purposes is 70 percent. 

Senator Exzenver. Is that in connection with the building of bases 
and the purchase of land? 

Mr. Van Dyke. Sixty percent is directly deposited to an ac- 
count 

Senator Exzenper. I know, but isn’t the 10 percent also used on the 
base program ? a 

Mr. Van Dyke. The 10 percent has a broader utilization possibility 
than the 60 percent. The 60 percent is limited to the base program 
itself. 

The 10 percent could be used, for example, to pay administrative 
costs of the United States Embassy there. 

It could also be used to pay costs involving the base construction 


program. 
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CONSTRUCTION OF RAILROADS 


Senator Extenver. How about the railroads?) Would you consider 
that a part of the military program? 

Mr. Van Dyxe. There are certain roads which are not a part of the 
base structure, but lead to and from the bases which would fall under 
the Spanish budget and might be paid for from the Spanish share of 
the total counterpart, which in this case is 30 percent. 

Some of that 30 percent counterpart has been used by the Spanish 
Government to build access roads to and from our bases. The roads 
eihe the bases would presumably come within the cost of the base 
itself. 

Senator Exienver. Through June 30, 1957, how much counterpart 
funds have you set aside for the purposes we have been discussing ? 

Mr. Van Dyke. Sixty percent of the defense support fund provided 
to Spain, excluding technical exchange which does not generate 
counterpart and the funds provided under section 109 of the 1955 Ap- 
propriation Act. 

Senator Eitenper. Now, you complicate it. Let us not include the 
technical exchange program. 

Mr. Van Dyxe. The technical exchange program does not involve 
more than about $3 million. 

Senator Exrenper. Just give us to where the 60 percent and 10 
percent apply. 

Mr. Van Dyke. If you will let me correct that figure for the record, 
the 60 percent will apply to about $240 million. The 10 percent would 
apply to the same total. By law, 20 percent applies to $55 million of 
the fiscal year 1955 defense support money. ‘These pesetas would be 
set. aside for United States use. 

Senator Exienper. How much of the money has been spent in the 
construction of the various facilities we have been discussing ? 


PESETAS DEPOSITED IN SPECIAL ACCOUNT 


Mr. Van Dyke. The 60 percent pesetas are deposited to a special 
account called Fondo de Construcion at the agreed deposit rate. 

During fiscal year 1955 expenditures from this account were $3.8 
million worth of pesetas. 

During fiscal year 1956 expenditures from that account were $17.1 
million worth of pesetas. 

Estimated expenditures during fiscal year 1957 were $42.6 million 
worth of pesetas. 

Senator ELtenper. Then you have a large sum on hand? 

Mr. Van Dyke. We estimate that roughly an additional $100 mil- 
lion worth of pesetas will be generated assuming Congress provides the 
appropriations we are asking this year. 

Senator Extenper. You say you will have about $100 million more 
on hand at June 30? 

Mr. Van Dyke. No, sir; through fiscal year 1957 we will have 
accrued about $75 million more. 


PURCHASE OF MATERIALS NOT AVAILABLE IN SPAIN 
Senator Erienper. What funds are used to purchase materials not 
available in Spain ? 
Colonel Crirz. Defense funds, sir. Not this program. 
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Senator Ex.tenper. According to my understanding now, the ac- 
cumulated pesetas are going to be added to the cash we have furnished 
in the past and what we will furnish in the future in order to complete 
these bases. 

Colonel Crrrz. Senator, our funds, our appropriations, and I am 
speaking of Department of Defense, not military assistance, are used 
for the construction cost of these bases. In addition, we use for the base 
construction program counterpart pesetas from the economic aid pro- 
gram. 

Senator ELtitenper. You mean the 60 percent ? 

Colonel Crrrz. Yes, sir. So the total expenditures would have to 
be broken out in pesetas cost and dollar construction cost. 

Senator ELLenper. It might be well to have that breakdown so that 
we will be able to see the difference. 

Colonel Crirz. That is right. 

Senator Ettenper. You say you will give us a breakdown ? 

Colonel Crrrz. Yes, sir. 

(The information requested follows:) 

From the beginning of expenditures for this program in August 1954, through 
May 1957 total expenditures amounted to $162 million for construction in Spain 
of which approximately $48 million (dollar equivalent at the rising rate) were 
expenditures in pesetas from the 60-percent counterpart. Expenditures from the 
10-percent counterpart are normally used for administrative costs of the U. §. 


Embassy, JUSMAG and the ICA mission and not for the base construction 
program. 


SHIPMENT OF AGRICULTURAL COMMODITIES TO SPAIN 


Senator Ture. Are there any agricultural commodities that have 
gone over to Spain to compensate for any of the construction cost 
other than the original agreements on the wheat that went over some 
years ago ? 

Mr. Van Dyke. Yes, sir: in each of our programs for the last several 
years agricultural commodities have been included. 

The pesetas generated by the sale of those commodities have been 
handled under the 60-10-30 ratio. 

Senator Ture. Can you give figures as to the total of the agricul- 
tural cramodities that have gone over in payment for the Spanish 
bases ? 

I was over there, Mr. Chairman, in 1949, and at that time they were 
just getting the general plans developed. I was there in 1953 and I 
believe that these Spanish bases afford NATO and our national se- 
curity some of the very best bases that there are on the entire European 
Continent. 

IMPORTANCE OF SPANISH BASES 


If I am not correct in my conviction, I would like someone to com- 
ment on it, but I think some of our best bases from the standpoint of 
our security and NATO’s defense line are these Spanish bases. 

Mr. Van Dyke. Certainly that is the consensus among military 
observers. 

Senator Torr. Even though Spain is not a member of the NATO 
group, nevertheless, these bases afford our national security some of 
the best in our defense line. 

General Gurnrig. Yes, sir. 
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Senator Tre. Now, if we can get these agricultural figures—— 

Mr. Van Dyker. Duri ing 1958 we propose to supply ———— worth of 
surplus agricultural ¢ ommodities. 

Senator Tur. What have you in the past ? 

Mr. Van Dyke. In 1957 we supplied eighteen and a half million dol- 
lars’ worth. In 1956, $27 million worth. 

Senator Tryr. Do you go back beyond 1956 ? 

Mr. Van Dyxe. I am sorry; I don’t have the figures with me. I can 
supply them. 

Senator Tryer. If you will please. Start from the beginning of 
your agricultural commodities that flowed into the Spanish economy 
in payment for the American construction work in connection with 
the bases. 

If we can get that into the record we will then have a better under- 
standing because quite often some of these surpluses are charged di- 
rectly to agriculture. 

In reality here we are paying for defense bases out of surplus 
commodities. 

Mr. Van Dyke. We will include a table on that, Senator. I might 
also indicate that Spain has been a heavy buyer of Public Law 480 
commodities as well. 

(The table referred to follows :) 

Sale of surplus commodities to Spain under the mutual security program 

(secs. 550 and 402)' 


Millions 

Re “SU DOT _: ._.... ms:esinssitins sceptics dhinbsbivels colbecalinteg ashen neuanaeiineiibesemantameaniae iia aan $14. 8 
ee OU En ac mee eae eke en 55. 0 
eee Pear FOCO I oor, Qu ke ee te 27.0 
weeent year 1067 .u~ec.0t dis bend. ec beeuss citer Se 18. 5 
TIN. ncaa cnes:dihciatmsh'ees das evan attnesa cinta eacione a oe eet ine mquaae Se e 


1Excluding $12 million of agricultural commodities shipped under the 1951 Export- 
Import Bank credit. 


Senator Tryr. That, of course, would not come under your juris- 
diction to disclose, would it? If you could disclose it it would be very 
informative to the readers of this mutual security record. 

Mr. Van Dyker. As of this date Spain has bought $186 million worth 
of United States surplus commodities under title I of Public Law 480. 
From those sales, $72 million worth of pesatas have been set aside for 
United States use and $114 million worth of pesetas are available 
for Spanish development. 

Senator Ture. That is all agricultural commodities, such as citrus as 
well as your wheat grain? 

Mr. Van Dyxer. Spain itself is an exporter of citrus. 


FROST DAMAGE TO SPANISH CITRUS CROPS 


Senator Tuyr. I know, but Spain had a very severe frost at one 
time, and I understood that affected its crop. That is why I brought 
the question of citrus into it. Maybe Iam wrong. 

Mr. Van Dyke. It affected exports of citrus very seriously. 

Senator Ture. Yes, sir; I understood,that Spain was economically 
hard hit because of the frost over there. 

Mr. Van Dyxe. Yes, sir. I think we have exported no citrus to 
Spain from this country, but we have picked up some markets in 
Europe which Spain was unable to supply because of the serious dam- 
age to the crop. 
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Senator Extenper. Now, in this $240 million plus that you say will 


be used in counterpart funds, do you include the purchase of these ¢ 
surplus commodities ? 
Mr. Van Dyke. I do, sir; those under section 402 of the mutual 
security legislation, but not the Public Law 480 sales. 
Senator Ertenper. When you say that Spain purchased under Pub- 
lic Law 480, what kind of money did she use ? 
Mr. Van Dyke. The authority granted under that law for the Com- € 
modity Credit Corporation to make sales. 
Senator Eixenper. We took their money ? I 
Mr. Van Dyke. Yes, sir; pesatas. They bought with pesatas. a 
Senator Ertenver. They bought with pesatas and that money is ] 
now a part of the funds which has created this $240 million plus, or 
is that separate? : 
Mr. Van Dyxe. That is separate, Senator. t 
Senator Exrtenper. Let us go into that, then. 
Chairman Haynen. If we have finished with Spain, maybe you 
would like to resume your statement. 
Senator E:tenper. We are not through with Spain. You just an- I 
swered Senator Thye that Spain purchased surplus commodities. : 
Mr. Van Dyke. Under Public Law 480, sir? : 
Senator Ettenner. I said purchased not donated. i 
Mr. Van Dyke. Section 402 of the mutual security legislation also t 
requires us to sell in a manner which is similar to the Public Law 480 , 
sales. 
Senator Ertenver. That is cash? j 
Mr. Van Dyke. Yes, sir. As I indicated to Senator Thye, the fig- 
ures for the years preceding fiscal year 1956 are not available in my ( 
records here, so I can’t give you an overall total. I 
I will be glad to provide the figure for the record. The figures T I 


have provided are an accumulative total under Public Law 480 of $186 
million and a 2-year total under section 402 for fiscal 1956 and fiscal 
1957, of $4514 million. 

Senator Eitenper. How are those proceeds used ? 

Mr. Van Dyker. We must keep clear the distinction between Public 
Law 480 and section 402 of the Mutual Security Act. 


SALES PROCEEDS UNDER SECTION 402 


Senator Exrenpver. You can state how much came under 402 and 
how much under Public Law 480. Do you have that broken down? 
Mr. Van Dyker. I don’t have the total under 402. I have only the 2 
years, fiscal 1956 and fiscal 1957. 
Of that total, roughly $45 million, 60 percent of the sales proceeds, 
were applied against the base construction program. 
Senator Errenper. That is under 402? 
Mr. Van Dyke. That is under 402, 
Senator Tuyr. Allright. How about under the other one? 















an~. a She 


PROCEEDS UNDER PUBLIC LAW 480 


Mr. Van Dyke. Under Public Law 480, $72 million out of the total 
of $186 million was available for the United States Defense Depart- 
ment for its program in Spain and for other United States uses. 
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Senator Exienper. Is it a part of the $180 million you now have 
on hand # 


Mr. Van Dyke. No. 

Senator Ev.enper. In other words, it is in addition to that, then ? 

Mr. Van Dyke. Yes, sir. 

Senator ELLENpER. What is that money being used for? 

Mr. Van Dyke. I would have to turn to the Defense Department 
on that one. 

Senator ELLeNnpER. Now, I do not want the record to get confused, 
but could we get one statement showing the use of the $180 million 
and also the use of the proceeds derived under section 402 and Public 
Law 480? 

Colonel Crrrz. I think, Senator Ellender, the information ICA is 
going to provide will cover the use of the $180 million which includes 
the use of the proceeds under section 402. (See p. 270.) 

Senator ELLenver. Very well. 

(The information referred to follows :) 


The part of the Public Law 480 sales reserved for immediate U. S. use ($72 
million) which is used by the Department of Defense for the Defense housing 
program which is repayable to CCC over a period of years out of quarters al- 
lowances of military personnel. In addition, the Department of Defense buys 
pesetas with appropriated funds for administrative expenses that are payable 
in pesetas, and also buys pesetas for sale to military personnel for accommoda- 
tion exchange. In other words, the Department of Defense appropriation is not 


increased by use of these pesetas. 

Mr. Van Dyxe. Mr. Chairman, I would like not to leave this sub- 
ject without reference to the fact that the arrangement under which 
Spain makes available to the United States 70 percent of the total 
counterpart is unique. The Spanish are aware of this and have for- 
mally asked us to renegotiate the arrangement under which this flow- 
back occurs. 

So it is likely during the course of the coming year that negotiations 
as to the counterpart ratio will take place. 

Senator Ettenper. I hope you do not change it. 

(Discussion off the record. ) 

Mr. Exsrick. Mr. Chairman, I just want to make 1 or 2 remarks 
about Spain. 

You know that the Spanish Government, Senator, as Mr. Van Dyke 
has just mentioned, feels that it is an invidious comparison when its 
own efforts and its own return of counterpart funds to us is compared 
with the other countries. 

Senator ELtenper. Spain ought to abide by the present agreement. 

(Discussion off the record.) 

Senator ELtenper. We have aided the recovery of Spain by build- 
ing bases. In addition, we have provided direct economic aid through 
outright grants. There is no reason for us to succumb to any pres- 
sures. The economy of Spain issteadily improving. 

Mr. Exprick. I have no doubt it is improving. 

Senator Eitenper. There is no doubt about it. 

Mr. Exsricx. Of course, they are still not too well off, Senator. 

Senator Exitenper. I know that, when she is compared with the 
United States. 

Mr. Exsrick. Or the other European countries, really, I would say. 

Senator Exienper. Do not forget Spain’s possessions in Africa. 
Spain obtains some resources from this area. But they will make you 
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believe that their economy is 100 percent worse than it really is in order 
to get help from us. 
Chairman Haypen. Do you want to proceed with your statement ? 
Mr. Exsricx. Thank you, Mr. Chairman. I have just a few more 
words. 
POLITICAL IMPORTANCE OF NONMILITARY PROGRAMS 


Although the nonmilitary programs proposed for Europe in fiscal 
1958 are relatively small—they total only some $33 million—they are 
politically important. 

I would like to point out that the $1714 million for Yugoslavia, $15 
million of which is to be loaned, is essential to enable Yugoslavia to 
maintain its independence of Soviet control. Without United States 
military and economic assistance, Tito might well be forced to turn 
back to Moscow. 

Now, the program for West Berlin, I think, needs no explanation. 
It is a relatively modest sum of $1114 million, but it is a key element 
in maintaining the morale of the people of Berlin and of preserving 
contact with the people of the Soviet zone. 

Senator Ettenper. How much was it before, about $25 million? 

Mr. Exvsrickx. At one point it was. 

Senator ELLENprEr. Two years ago? 

Mr. Van Dyke. Yes, sir; 2 years ago. 

Senator Eittenper. You cut it down last year? 

Mr. Exsrick. Last year and this year. 

Senator Ettenper. Is that because of Germany’s ability to furnish 
more to West Berlin ? 

Mr. Van Dyke. Partially. 

Senator Ex.enver. In other words, you are supplementing our aid 
with taxes collected from West Ger many ¢ 

Mr. Exerick. That is right. I think Mr. Van Dyke will speak on 
these and other nonmilitary programs, but I would just like to say that 
the political value of the program is far in excess of the small size of 
the programs. 

Thank you, Mr. Chairman. 

Chairman Haypen. Are there any further questions ? 

(Discussion off the record. ) 


COUNTERPART FUNDS IN AUSTRIA 


Senator Etienper. About 3 years ago Austria had on hand in coun- 
terpart funds, a sum in excess of 5 million schillings. How much do 
they have on hand at the present time? 

Mr. Van Dyke. Roughly about $50 million worth. 

Senator Ettenver. Will you supply a statement for the record that 
shows the counterpart funds available over the past 5 years and how 
these funds were spent ? 

Mr. Van Dyke. We will supply a statement for the record, Senator. 

(The material referred to follows:) 

The following table includes a summary breakdown of counterpart with- 
drawals by purpose in Austria for the 4-year period from December 31, 1952, 


through December 31, 1956; the latest date for which a comparable breakdown 
is available: 
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Disposal of Austrian counterpart funds 


[Dollar equivalents—millions of dollars] 


Balance in Austrian counterpart account, Jan. 1, 19538_----------~----- 225. 7 
Additional deposits Jan. 1, 1953, to Dec. 31, 1956_----------------------- 29.7 
Total available for AppCORGK:.....gdensiishindilkeeapnetdbeaemenmee 255. 4 
Approvals for withdrawal *_......__...--.._-..-_..-----..-.---.----=—= 0 
Promotion of protuction in... 236i eo ee 71.0 
Agriculture and natural resources... sn ecw 18.1 
Land reclamation) irrigation, e006. 2.2 ol net .9 
Research and extension services__........--_--_---------- 3.9 
POPRGERT 5 eiennsinnts nseereeaeit cari cent anaieninieniaaeninamaamee iia 6. 2 

Other ASrICUUULAl TROBE MI. cnmwmcicicaenek senna ‘aaa 
Mistractive' Thdust*tet... WS ee enna 1.3 
Coal mhiting) 204... as eae eee .4 

Other mining snd: GOALT YING nice Stews Setanta 9 

WESTER CCCI = iii ki hercicinip ce enitte inte cence dee 24. 6 
Basie tert av eccsein tendencies 1.8 
Primary metals pce isssits knit incces seeing seen 3.2 
Lamber and gS Witlll DROQUCUR. 66s ccccnncnnene nent 1.1 
Chentlesis. exeent ‘fertiiiner.: i eee ae 

Pulp, paper; ana ‘pener prodectea ost ee es 4.8 
Bisetvical* mackietr. io: heb si 8 ee ae it 
Machinery, except electrical ice. oi eis bt eciititbembae> 4.7 
MIRCCTISROOTE.  TORNIITOCT RII 8 once ceckcnceenbennenateson 6.3 
Transportation, communication, and utilities___.....___.___---_ 24.3 
Electric, gas and power facilities__._.c-..._._._....__........ 23.8 
dE a a eee eee ae re -5 
"Fochwmicals * wepietemeec. 2 oe 1.5 
Loans to commerce and industry, NEC__---------_---_--_---_-- 6.0 
Cenctimersnerted. | 1 a::<143.-.asnessaathetiaassteandteteetenaad eas —4.9 
PFOGGUCEIVICY WEOROCUR an oe ocd a ck ed ee ctl tae tae 9.0 
Intra:Moropean: poesect.. iis ee ek a .8 
PATER On .h sts sini ecstieck dah aan tess etn eee a cata dean ee distal eee ee 2.7 
1 pl rE spnpdepiape uivadinidedad arid tat pane 4.8 
CI i nad, Scllpen wainetpasininns alainiag ietiaceacigeseenaneaaeinm lial etenamsaee eae ae iy 
CROP . TNR ios iscsi endectli.. cients a te 15.9 
FIC crag sins conse haha ar tan er aes eee a 10. 5 


AR MRTREORCRUIOR: COT WRRIE TORIC ROIN cos osc een ec centeescoeticeeeee 


A 

TOOT. Te ee eee ts eee a! ER Zi eo 4.2 

Un@istributed. E00 Se 5 
Retirement of special debt certificates in accordance with sec. 104, 

Public Law Bituscescannedcbendenisia ett ee a ee 111.9 

Total approvals for withirawal~... 22. ee 207.9 

Estimated counterpart balance availability July 1957_.....___----______ 47.5 


+Excludes some deposits and withdrawal approvals in calendar year 1957 on which 
data not yet available, but which would not substantially change available balance. 


Norr.—Austria has complied with the prior understandings reached with the United 
States on the expenditure of the programed counterpart for the specified sectors and uses. 





280 MUTUAL SECURITY APPROPRIATIONS, 1958 


GENERAL STATEMENT 


Chairman Haypen. You have a statement, Mr. Van Dyke? 

Mr. Van Dyxe. Mr. Chairman, in order to save time, I would like 
to submit this statement for the record and perhaps read a part of it if 
that is agreeable with the committee. 

Chairman Haypen. That may be done. 

Senator Extenver. It is only four pages. 

Chairman Haypen. Well, you may do as you please. 

Mr. Van Dyke. I will read the whole statement if the committee 
desires. 

Mr. Chairman and members of the committee: There are a few gen- 
eral observations I would like to make before discussing the specific 
economic programs proposed for Europe in fiscal year 1958. 


EUROPE’S ECONOMIC SITUATION 


Increases in Europe’s trade, productivity, and output in recent years 
have enabled per capita consumption in Europe to rise by about 30 per- 
cent between 1948 and 1956. These advances have encouraged Western 
European nations to give greater material support to the underdevel- 
oped areas of the world. 

Moreover, Europe has increasing capability to support large defense 
establishments. 

In the past year decisive new steps were taken toward more effective 
European cooperation in the economic and technical field. The six na- 
tions of the European Coal and Steel Community—France, Italy, Ger- 
many, Belgium, Luxembourg, and the Netherlands—have completed 
treaties to establish a common market and a community for the devel- 
opment of nuclear energy for peaceful purposes, Euratom. 

A third major effort would form a broad European free-trade area 
under which the United Kingdom and other interested OEEC coun- 
tries would be associated with the more tightly linked six-nation com- 
mon market. 

Despite these encouraging advances, it will be necessary for the 
United States to continue its interest in Europe’s military strength, 
political stability, and economic growth. 

Although the Europeans withstood the Suez crisis well, it came at 
a time when economic soft spots had already begun to appear. Prices 
were rising at an increasing rate and in some countries, notably France 
and the United Kingdom, strong pressure on foreign exchange reserves 
was being felt. 

The United Kingdom balance-of-payments position has stabilized 
considerably, but the international financial position of France con- 
tinues to deteriorate. 

PROGRAM TREND 


Again this year, our economic programs in Europe are concentrated 
upon a few specific United States strategic interests. 

The right-hand chart on page 6 of your presentation book for 
Europe shows proposed totals of $30 million for defense support and 
$33.4 million for special assistance, technical cooperation and joint 
control areas programs in Europe in fiscal year 1958, a regional total 
of $63.4 million. This compares with $115.3 million shown for fiscal 
year 1957. 
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During the past year requirements arose, as in the case of the 
Hungarian refugees and loans to Iceland, calling for assistance under 
section 401 which were unforeseen at the time of the fiscal year 1957 
budget presentation. This may happen again in fiscal year 1958, in 
which event it would be necessary to use special assistance funds to 
supplement the illustrative program now presented. 


EUROPEAN TECHNICAL ASSISTANCE 


Senator ELLtenper. Will you tell us how this European technical 
assistance of $2.3 million is used ? 

Mr. Van Dyke. That program is made up of about four different 
parts. The largest part 1s for a grant to the European Productivity 
Agency, which is an arm of the OEEC. It engages in a series of pro- 
grams designed to stimulate cooperative European interest in in- 
creased pr oductivity. 

Senator Extenper. That is in addition to our contribution to 
OEEC? 

Mr. Van Dyke. We make no contribution to OEEC. 

Senator ELttenper. It is my recollection that we furnish the salaries 
of 57 people. 

Mr. Van Dyke. We have people in Paris on the ICA payroll. That 
is not a contribution to OEEC. 

Senator Evienper. I understand that, but OEEC is an organization 
that deals with these studies ? 

Mr. Van Dyke. The OEEC is an international institution and each 
of the member countries contributes to the budget of that institution. 

The United States is not a member country and does not make a 
contribution to the budget of the OEEC. 

Senator Eitenper. You are certain of that? 

Mr. Van Dyke. Yes, sir. 

Senator E.1tenper. Well, it is my understanding that we make a 
contribution in excess of a million dollars. 

Mr. Van Dyke. We have made a contribution to the European Pro- 
ductivity Agency, which is an arm of the OEEC. 

Senator ELLenper. Well, isn’t that the same as the OKEC? 

Mr. Van Dyke. It has a separate institutional structure. 

Senator Exxenper. Is that contribution in addition to the salary 
we pay these 57 people and also in addition to the amount you are 
presently requesting @ 

Mr. Van Dyke. It is a part of that amount. It is in addition to 
the salaries we pay to about 40 administrative people we have in Paris 
at the United States regional organization. 


SCIENTIFIC AND ENGINEERING PROGRAM 


Senator E.tenper. What use is being made of the $0.8 million for 
scientific and engineering purposes ? 

Mr. Van Dyxe. That is a new program, Senator, which we are pro- 
posing to initiate during the coming year, assuming Congress makes 
these funds available. 

You will remember that last year the President became quite con- 
cerned about the shortage of scientific and engineering talent in this 
country and set up a P1 ‘esident’s Committee to coordinate and stimu- 
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late activity looking toward the development of an increased number 
of engineers and scientists. 

At the same time, the OEEC and NATO became interested in that 
problem in Europe. They have in the past several months been plan- 
ning how they can now meet the threat which Russia poses on this 
front. 

Senator Eitenper. Why should we contribute to this new program? 
This appears to be just a start and in the future it can be expected 
that our contribution will grow and grow. 

Mr. Van Dyke. We think the need here is particularly acute, given 
the fact that the Communists are now graduating the U. S. S. R. 
alone more scientific and engineering talent than is ‘the entire NATO 
urea, including United States and Canada. 

Senator Ettenper. We presently have the Fulbright exchange pro- 
gram. Why do we desire to supplement this program ? 

Mr. Van Dyke. We want to concentrate on this particular need 
which we think is very acute. We don’t think the Europeans alone 
will inaugurate a program with the speed required today. 

We think it is in the United States interest to stimulate activity on 
their part. 

Senator ELLenper. Where will we use the engineers who are trained 
under this program ? 

Mr. Van Dyker. Those men will contribute to the NATO pool of 
scientific and engineering talent. 

We think the United States might well get some very real benefit 
from them, as we have in the past from European scientists and engi- 
neers. 


JUSTIFICATION FOR PROGRAM 


Senator E:itenper. Will you supply the record with the justifica- 
tions for this program at this point? 

Mr. Van P’vre. I certainly will. 

(The justifications referred to follow:) 


The NATO powers are falling behind the Iron Curtain countries in supplying 
their needs for scientific and enginering manpower. In 1955, the U. S. S. R. 
alone produced more scientists and engineering graduates than all the NATO 
powers (including the United States of America and Canada) together. In con- 
trast, the United States has had (and will have) each year several thousand 
more employment opportunities for scientists and engineers than graduate from 
our schools and universities. The domestic shortage of qualified scientists is 
already affecting United States universiteis (teaching and basic research) and 
United States industry (applied research and production). Similar shortages 
have been experienced in Western Europe. The NATO-wide shortage of scien- 
tists is certain to affect the rate of the West’s economic growth. A reduced rate 
would be a disadvantage to the West in the “battle of production.” 

The magnitude of the task of achieving a reasonable rate of economic develop- 
ment, and stability, while maintaining a partial mobilization, has emphasized 
the need for the United States to consider action in the scientific manpower field 
simultaneously on the domestic and the international scene. Domestic efforts 
culminated in President Eisenhower’s establishment of the National Committee 
for the Development of Scientists and Engineers on April 3, 1956. This body co- 
ordinates, with the assistance of the National Science Foundation, the various 
programs in the domestic field. 
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It is‘apparent, however, that the efforts of the United States to improve its 
resources of scientific and technical manpower cannot by themselves meet the 
challenge of the entire Soviet bloc. The remainder of the free world must also 
take special action to overcome the overall shortage of scientists and engineers, 
and Western Europe is best placed to do this. The United States, by virtue of 
the experience gained in its efforts mentioned above, is equipped to provide guid- 
anee and assistance to the Western European countries in this endeavor. OEEC 
is working on the problem of developing programs of a primarily economic na- 
ture. In January 1957, the OKEC Manpower Committee evaluated the replies 
to a questionnaire on shortages and surpluses of highly qualified scientists and 
engineers. The results of this survey have since been published. They will be 
used, together with the conclusions of a Vienna symposium on applied research 
and the training and utilizing of scientific manpower held in October 1956 under 
the auspices of the European Productivity Agency, and the forthcoming report 
of another EPA technical survey of measures to alleviate the shortages, to 
assist a newly created OEDC top level working group on scientific and highly 
qualified technical manpower in drawing up a valid OEEC action program. 

Such a program would be far more comprehensive than merely increasing the 
number of persons receiving scientific training, offering refresher courses, or 
developing specialized institutes. For example, it would also include the adapta- 
tion of training more closely to current technological and defense needs, through 
greater emphasis on the practical aspects, and the development of closer relation- 
ships between industry and engineering schools. Efforts would also be directed 
to making more effective use of existing training and research facilities and 
personnel, the latter through such devices as the establishment of rosters and 
standardization among countries of definitions of occupational categories, to 
increase international mobility. 

Without tangible American assistance important policy goals may not be 
reached. Although all European members of OEEC experience shortages of 
scientific personnel, they differ in the priority they assign to remedial action. 
Such action requires, as a rule, fundamental changes in the educational system, 
the status and relative income pattern of scientists, etc. Such measures en- 
counter resistance which, in turn, affect the individual government’s time sched- 
ule. Even where the authorities are ready to act decisively, they realize that 
effective action requires the coordinated efforts of government, education and in- 
dustry, supported by an informed public opinion. 

In the past one of the most effective ways used by European governments to 
gain public support and domestic cooperation for their programs has been to 
point to international obligations flowing from joint undertakings, such as those 
promoted by the OEEC. Multinational action also tends to assure continuing 
stimulation, uniform standards, comparable performance, cooperation and co- 
ordination. Through an exchange of information, it prevents unwise expendi- 
tures and hence saves scarce Western resources. In addition, it would assure the 
United States of speedy access to European scientific thought of benefit to 
this country. 

The rationale for a modest United States contribution to be matched or sur- 
passed by the European OEEC members does not rest upon Europe’s inability to 
pay, but on the United States desire for early, integrated action in the Atlantic 
area. United States participation and financial assistance would help the above 
program get off to a strong and well-directed start. 


OBJECTION TO PROGRAM 


Senator Eitenper. It is a new program? 

Mr. Van Dyke. It is a new program. 

Senator Young. I may say, Mr. Chairman, that I voted for these 
foreign aid programs when Congress first initiated them, and I would 
today if we were not embarking on so many foolish programs such as 
the one you just mentioned. Perhaps it is not entirely a foolish pro- 
gram, but I do not know how we can make up for all the deficiencies 
in Europe, which we, apparently, are trying to do. Much of the pro- 
gram is necessary, but, when you keep on embarking on new ideas all 
the time and trying to solve all the problems of the rest of the world, 
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it seems to me you are embarking on a program that is just too big for 
this Nation. 


REPORT TO SENATE APPROPRIATIONS COMMITTEE 


Senator Exrenver. Mr. Chairman, I knew I was correct about the 
contribution to OEEC and would like to put in the record at this point 
information which appears on page 494 of my 1957 report to the com- 
mittee. I quote: 


I also had a most informative conference with Frederick Payne, American 
representative to the Organization for European Economic Cooperation. The 
United States is merely an observer with respect to this agency although we con- 
tribute a million and a half dollars out of a total OEEC budget of $4 million. 


It should be noted that this is in addition to the salaries we pay our 
people who work there. 

After my return from abroad, Mr. Payne wrote me, and I quote 
from his letter which is also included in my report : 

You may remember that I told you that the United States is contributing a 
million and a half dollars to the European Productivity Agency of the OEEC. 
Formerly EPA projects, when they were of considerable size, had been handled 
by the United States. This is the first year that a lump sum has been siphoned 
through the Secretariat of the old QEEC who, in consultation with us and other 
member countries, plans to direct its activities. 

Your question was: What are the other countries contributing? ._The answer 
is that there are approximately $4 million being contributed in all,.of which a 
million and a half is from the United States. The other $214 million is con- 
tributed by each member country of the OEEC in relation to its respective size. 
We, as associate members, do not make any other contribution to the OEEC, 
such as any contribution to the administration of the OEEC. This, incidentally, 
is a considerable item, inasmuch as the Secretariat of OKEC numbers 700 peo- 
ple, of which I believe only 1 or 2 are Americans for whom, I have said above, 
we have no monetary contribution. 

It should be noted that, although we have only 1 or 2 Americans out 
of the 700, there are 57 other Americans working there who are paid 
out of other appropriated funds. 


Senator Younc. Mr. Chairman, may I ask another question now? 


DOLLAR APPROPRIATION FOR EDUCATION PROGRAM 


Are you asking for new United States dollars to carry on this pro- 
gram of advance education or technical skills in Europe, or do you 
utilize Public Law. 480 funds for that ? 

Mr. Van Dyke. This would be a dollar appropriation. 

Senator Youne. Why could you not use Public Law 480 funds for 
that ? 

Mr. Van Dyxe. Expenditures here will be largely in the form of 
dollars. There might be some occasion to use European currencies, 
but one of the activities that will be engaged in.will be to bring Euro- 

ean scientists for postgraduate training in this country, so we could 
oo the benefit of their experience and they could learn, from us. - 

Senator Younc. We are deficient in that respect in this Nation, too, 
if you want to make a comparison with the number of graduates that 
the Russians have. I think our quality is superior to theirs, but in 
the number of graduates we are lacking in this country, too. It looks 
to me as if we are doing more for Europe than we are doing for our 
own people. We do not have a program like that in the United States. 

Mr. Van Dyke. Yes, sir; the National Science Foundation ‘has a 
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program in this country which is more elaborate than anything we 
are proposing. ‘This is a very acute problem, which is recognized in 
the highest levels of the United States Government. 

Senator Young. What incentive do we give to the students here to 
take this postgraduate work ? 

Mr. Van Dyke. I don’t know the details of the National Science 
Foundation activities, but I do know they have been very much in- 
terested in this program as a complement to the program that they are 
undertaking in the United States. 

Chairman Haypen. I do know that the National Science Founda- 
tion is aiding in the education of engineers in my own State in the in- 
stitution there. 

Senator SatronstaLu. The National Science Foundation assistance 
is limited to American citizens. 

Mr. Van Dyke. Yes, sir. 

Senator SatronsraLu. So, anything under this would be European 
citizens coming in under this arrangement, not under the National 
Science Foundation. 

Mr. Van Dyxe. That is right. This would not duplicate anything 
that the National Science Foundation is doing. It is something the 
are interested in because they see a reservoir of talent in Europe whic 
can be developed. 

Senator Tuyr. The advantage of this is that, as you bring the 
advanced scientists over to America and they become acquainted with 
the American system, their relations with the Americans will be such 
that they will go back and they will actually be good public-relations 
individuals for the United States, good-will ambassadors for the 
United States. And they are less apt to turn to the Soviets to fratern- 
ize or to associate in the field of scientific development if they have 
been here in the United States and established friends among the 
scientists of this land and have become acquainted with the free- 
enterprise system that exists and that has built this economy of ours. 

Now, I think that that is what would lead me to support the bring- 
ing in of the scientists from other countries into the United States. 
I think that, if we are engaged in defense, we are endeavoring to take 
the initiative away from the Soviet, and we have the initiative at the 
present and we intend to hold it. I think you are going to have to 
do it with friendship as much as you will with the impression of mili- 
tary strength, and it will cost you less to build friendship than it will 
to build military strength and to maintain military strength. 

That is the reason why I would support a program of this kind, 
even though it is costly and that it does involve some new phases in 
our foreign-aid program, but we are either going to win the friend- 
ship of that youth in the foreign land or we are going to lose it, one 
or the other. 

If we lose them, they will go to the Soviet because they are hungry 
for learning, hungry for an opportunity to develop their own economy. 
The only way they can is through advanced technical know-how. 

Chairman Haypen. I notice that you have in your statement some- 
thing about Spain and Yugoslavia and then you come to the European 
technical exchange. 

Would you mind proceeding? 
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RUSSIANS EDUCATED IN UNITED STATES 


Senator Youne. I might add, Mr. Chairman, if I may, that while 
I was in Russia some 2 years ago, I observed that the worst enemies 
we had over there were the American-speaking Russians who had been 
educated in the United States. So it does not always work the way it 
is planned here. 
SUPPORT OF INTERESTS IN SPAIN 


Mr. Van Dyxe. Program composition—Spain : 

A major portion of the total program in fiscal year 1958 is again in 
support of our interests in Spain, especially in connection with our 
agreement for the construction and use of military bases. The pro- 

rams planned would help to relieve Spain’s balance-of-payments 
deficit. 

Essential commodity imports would be brought into Spain under 
the defense-support program and a Public Law 480 sales program. 
These would be largely surplus agricultural commodities, but also 
would include industrial raw materials. The imports would generate 
local currency for use in economic development, as well as for United 
States uses. 

A $1 million technical-cooperation program is proposed to help 
develop practices in Spanish agriculture and industry. 

Spain might also apply for development-fund loans to meet some 
of its critical developmental requirements in rail transportation, 
power, and irrigation. 


SPECIAL ASSISTANCE TO YUGOSLAVIA 


Yugoslavia: Special assistance of $15 million is proposed for Yugo- 
slavia. The emphasis would be on industrial raw materials and equip- 
ment needed from the dollar area to help break production bottlenecks. 

The intention of our program, supported by anticipated Public 
Law 480 sales, is to enable Yugoslavia to obtain its minimum import 
requirements without undue reliance on the Soviet bloc. 

Two and one-half million dollars in technical cooperation funds is 
proposed, principally to train Yugoslavs abroad and to provide 
American technicians to help induce ¢ greater understanding of United 
States concepts and tec hniques i in agriculture and industrial manage- 
ment. ‘The amount proposed is an crease over that provided in pre- 
vious years and reflects increased recognition by Yugoslavia of the 
advantages of expanded contacts w ith the United States and our 
European allies. 

Senator Eiitenper. What is the size of the program of technical 
cooperation in Spain ? 

Mr. Van Dyxe. One million dollars. 

Senator ELttenper. What is the 1957 program ? 

Mr. Van Dyxe. During fiscal 1957 we have had a program approxi- 
mating a million dollars in Spain. 

Senator ELtenper. How does that program differ from other tech- 
nical-aid programs? 

Mr. Van Dyke. Under teclinical cooperation, we supply demonstra- 
tion and training. 








MUTUAL, SECURITY APPROPRIATIONS, 1958 287 


Senator ExLenpver. The same program ?¢ 

Mr. Van Dyxet. The same program. 

Senator Extenper. Is Spain the only European country receiving 
technical assistance ? 

Mr. Van Dyxe. We have asimilar program in Yugoslavia. 

Senator ELLenper. Are there any others? 

Mr. Van Dyke. Under the technical-exchange item which totals 
$2.3 million, as shown on page 111 in the presentation book, we are 
proposing small programs in Iceland and a continuation of the labor- 
union programs in Italy and France. 


EUROPEAN TECHNICAL EXCHANGE 


We also propose $2.3 million for the European technical exchange 
program. This compares to $2.5 million in fiscal year 1957. 

Under this program, we would continue United States support for 
the cooperative effort of the OEEC countries to promote increased 
productivity. The largest part of the funds would go to the European 
Productivity Agency. 

This Agency has gained increasing support from its member nations 
which now carry the largest part of its costs. The presentation book, 
on pages 112 and 113, outlines our intention to continue certain special 
projects in the trade union and other fields. 

Senator Exitenprr. Out of this $2.5 million do you expect. to in- 
crease the million and a half dollars contribution to the OEEC? 

Mr. Van Dyxe. No, sir. 

Senator Extenper. Will you continue with the same amount? 

Mr. Van Dyke. We propose in fiscal 1958 to reduce that amount. 

Senator Ex.enper. Is it included in this $214 million ? 

Mr. Van Dyke. In the proposed 1958 program of $2.3 million, 
that contribution is included at a reduced level. 

Senator ELttenper. How much did you reduce it? 

Mr. Van Dyke. To $1.35 million. 

Senator ELLENpDER. So you have cut out $150,000? 

Mr. Van Dyke. Yes, sir. 


REGIONAL SCIENTIFIC AND ENGINEERING PROGRAM 


Our program for fiscal year 1958 also proposes special assistance 
in the amount of $800,000 for cooperative programs to accelerate the 
training of scientific and engineering personnel. The United States 
has been cooperating in NATO and OEEC analyses of Western needs 
and of Soviet activity in this field. 

In carrying out these programs to close the widening gap between 
Western requirements and availabilities of highly skilled manpower, 
ICA has arranged to work closely with the National Science Founda- 
tion and other interested agencies. 


JOINT CONTROL AREAS 


Mr. Elbrick has already mentioned the importance to the United 
States of continuing certain joint-control areas programs. 

The proposed fiscal year 1958 program of $11.5 million is primarily 
for continuation of assistance in West Berlin. It compares to $12.2 
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million in fiscal year 1957 and $18.9 million in fiscal year 1956. Ex- 
cept for the small technical assistance portion of this program, the 
funds would be used to purchase surplus agricultural commodities 
for sale to West Germany under section 402, with the local curreney 
proceeds to be used for Berlin programs. 

Senator SatronsTaLu. May I ask a question there? 

Is West Berlin the only joint-control area left ? 

Mr. Van Dyxe. When this concept was originally developed by the 
Congress it covered Austria, West Germany and Berlin, and Trieste. 

Senator SatronsTatu. So Berlin is the only one left ? 

Mr. Van Dyke. The only one that is physically a joint-control 
area today is Berlin. But the definition still covers the areas it origi- 
nally did in 1954. 

Theoretically, Trieste could be supplied under this legislation be- 
cause the legislation defines joint-control areas retroactively. 

Senator SatronsTau.. Trieste and Austria now have treaties so they 
are out. So the only joint-control area left is West Berlin. That is 
still a joint-control area under the treaty with Adenauer, is it not ? 

Mr. Van Dyke. That is right. 

Senator Sautonstaty. The reason for that is because of the prob- 
lems of traffic and communication and everything else in West Berlin. 

Am TI not right on that ? 

Mr. Van Dyke. There is still quadrapartite control over the city. 

Senator Sauronstraty. This is another small amount. 

Eleven million five is the amount, of which eleven million four goes 
to West Berlin. 

On page 119, you say 11.5 million for other programs. What other 
programs? What other program is there? 

Mr. Van Dyke. “Other programs” is a general-aid category—like 
defense support—and it includes the joint-control areas program. In 
addition to Berlin, there is a small program anticipated for Austria to 
provide technical assistance primarily to the areas which were oc- 
cupied by Russian troops. 

Senator Sarronstatt. That is still done down there as a joint- 
control area ? 

Mr. Van Dyke. Yes, sir. 

Senator SattonsTALL. How can it be ? 

Mr. Van Dyke. As I indicated, the legislation—and perhaps our 
general counsel can clarify this—defines joint-control areas retro- 
actively. At the time the original provision was put in the legislation, 
all three of these areas were joint-control areas. 

Subsequently, two of them lost that status in fact. 

Senator Satronstatt. Why would it not be clearer, if Austria is a 
separate entity ———— why not show it to them as assistance to Austria 
rather than to go back to this joint-control area business ? 

Mr. Van Dyke. There has been a good deal of discussion about 
doing that. I think probably the balance of consideration has been 
about 50-50. I think it would be desirable to consider doing what 
you have in mind. 

Senator Sartonstatu. It seems to me it would be cleaner. 

Mr. Van Dyke. Yes, sir. 

Senator Satronstati. And more on the up and up. 

(Discussion off the record.) 
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TECHNICAL ASSISTANCE TO AUSTRIA 


Senator Eittenper. You are going back to the old law in order to 
get authority to spend this money in Austria for technical assistance. 
Mr. Van Dyxe. The money will be spent under this old authority. 

Senator Exienper. Is that a new program ? 

Mr. Van Dyke. No, sir; that is continuation of a program that has 
been in existence in Austria since 1949. 

Senator ELLenper. How did you have it last year? 

Mr. Van Dyke. Under the joint-control area appropriation. 

Senator Exrenper. Under that appropriation, but separate for 
Austria ? 

You earmarked that amount for Austria? 

Mr. Van Dyke. Yes, sir. 

Under this program, if you will refer to the book, page 122, we 
show proposed fiscal 1958, Austria, $200,000 which is for technical ex- 
change, and West Germany for Berlin technical exchange, $170,000. 

So of this total, $200,000 is earmarked for Austria. 

Senator E.ttenper. That is for technical assistance, which is similar 
to that given Spain and Yugoslavia? 

Mr. Van Dyke. Yes, sir; pretty much the same thing. 

Chairman Haypen. You may proceed. 

Mr. Van Dyke. Of the total $63.4 million, $56 million would be 
used to provide commodities; roughly, half surplus agricultural com- 
modities and half industrial raw materials and equipment. The bal- 
ance consists of technical assistance activities, with more than $6 
million in the form of project assistance as shown on page 1 of the 
statistical supplement book. 

Participants to be brought to the United States for training repre- 
sent the largest single project assistance element in terms of costs— 
more than a third. 


UNEXPENDED BALANCES 


Unexpended obligations have declined from over $300 million at 
the beginning of fiscal year 1956 to about $90 million in defense sup- 
port and $7 million in other programs at the end of fiscal year 1957. 

Continuing programs in Spain, Yugoslavia, West Berlin, and in 
technical assistance are expected to account for a little over $60 milhon 
in unexpended obligations at the end of fiscal year 1958. 

Senator SauronstaLu. To put it another way, you “burned” two- 
thirds of your unexpended balances so we are down that much closer 
to a pay-as-you-appropriate program. 

Mr. Van Dyke. Our pipeline has been decreasing year by year. 

Senator SattonsTA.L. It has decreased in this last year? 

Mr. Van Dyke. Yes, sir. 

Senator E.ienver. The reason for that is that we have not provided 
economic aid for that area during the past 3 years. Thus, the pipe- 
line would necessarily be reduced. 

Mr. Van Dyke. Yes, sir. 

Senator Sarronstath. Also, it is coming down. 

Senator Etienver. It is bound to. If you do not put any more in 
the pipeline, it is bound to dry up. 
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Senator Sauronsratt. Mr. Chairman, I just say Senator Ellender 
is looking at it a little bit in a pessimistic way. i was trying to look 
at it in an optimistic way. 

Senator Extenper. 1 know, but let us give the reasons for the 
decrease. 

Senator SaLTonsTauu. I am not saying that they are not right. I 
am saying you are a bit pessimistic. 


PBOSPEROUS CONDITION OF AUSTRIA 


Senator Exrxtenver. I am not pessimistic. In fact, I feel optimistic 
about further reductions in the pipeline as a result of congressional 
action reducing appropriations. For us to continue pouring it into 
the pipeline is something that Icannot buy. It must not be continued. 

Senator Sauronsrauu. I am not saying it should be continued. 

Senator Ettenper. I presume you are going to vote for it. We will 
come to it in discussion before this committee. 

Mr. Van Dyxe. We continue to be optimistic about the reduction 
in the pipeline. 

It continues to be a principal United States objective that Europe 
remain strong and a firm ally. This objective now involves no sub- 
stantial economic assistance. It does require our continuing concern 
with Europe’s economic progress because of Europe’s importance to 
us as a military ally, a customer, and a source of capital and other 
assistance for the newly developing areas of the world. 


PREPARED STATEMENT 


Chairman Haypen. General Guthrie, you have a five-page state- 
ment ? 

General Gururie. Yes, sir; I have a statement which I would sug- 
gest, sir, we might enter in the record. 

I also brought some charts with which I can give the same material 
more graphic vally. However, since General Norstad spent a great deal 
of his time in covering my area and my material, [ would suggest, in 
the interest of time, sir, that you may prefer just to ask me questions. 

However, I am at your disposal. 

Senator Ture. In other words, you and General Norstad’s state- 
fhents would more or less cover the same field ? 

General Gururigz. Yes, sir. 

T have more data on my charts about the military aid part perhaps. 
He was talking policy and the military buildup. But I am perfectly 

ready to do that. 

I think I'can m: ake it in about 10 minutes or something like that. 

(General Guthrie’s prepared statement follows :) 


Mr. Chairman and members of the committee, it is a pleasure to have this op- 
portunity to présent to you the military assistance programs for the nations of 
Western Europe for fiscal year 1958. 

These programs are designed to assist the Western European nations in meet- 
ing specific high-priority requirements for modern weapons, maintenance, and 
training which these nations cannot provide from within their own resources. 
Through this means we will further increase the collective strength of Western 
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Burope and thus augment our own defensive efforts and the security of the 
United States. Accordingly, these programs are an integral part of our own 
security program and they should be so evaluated. 

When the North Atlantic Treaty Organization was formed, nearly all the mili- 
tary forces of the various European member nations were below minimum com- 
bat standards. Their forces consisted of small national contingents which did 
not possess sufficient training or experience in modern warfare to permit them 
to participate in a common effort for the defense of Western Europe. In fact, 
they were united only by a mutual fear of aggression from the east. : 

Through our active participation in the NATO defensive alliance and provision 
of selected military assistance, we have enabled our European allies to achieve 
their present greatly strengthened defensive posture. These efforts have resulted 
in a NATO force, exclusive of United States forces, of more than 80 active and 
reserve Army divisions, more than 5,000 aircraft and some 600 major naval 
vessels. A comparison of the contributions of the Buropean nations and our own 
MAP assistance to them shows that since the program began they have spent 
about $6.35 to help themselves for each dollar we have spent to help them, 

Since it is a fact which has not received great publicity in the United States, I 
wish to point out that Canada has provided substantial continuing assistance to 
the European NATO nations. In the 7 years ending in March of this year 
Canada has furnished almost $1% billion in military materiel and training 
assistance to our common partners. In view of the size and productivity of our 
two nations, this compares favorably with the almost $12% billion which has 
been furnished by the United States during the same period. 

Our fiscal year 1958 program request for Europe of $635 million for materiel 
and training assistance is broken down as follows: $296.5 million for advanced 
weapons for NATO nations; and, $338.5 million for conventional materiel and 
training assistance to European NATO nations plus Spain and Yugoslavia, but 
exclusive of Greek and Turkish programs which are included in the Middle 
East presentation. 

In order to concentrate our assistance on provision of advanced weapons to 
the NATO nations, we have made concerted efforts to assure that recipient 
nations take over the responsibility for providing for their own support for con- 
ventional forces. Up to the present time, over half of the NATO nations have 
agreed to undertake increased responsibility for provision of their own spare 
parts support. This action has permitted us to program modern surface to 
air missiles and interceptor aircraft which will assist in developing an effective 
air defense system for Allied Command Europe. The achievement of such a 
system has heen given the highest priority by General Norstad and accordingly 
these weapons are being programed in direct support of his requirements. 

Turning to the non-NATO country programs, the program for Spain will 
provide assistance designed to strengthen Spanish forces, and to maintain and 
utilize equipment provided to Spain under prior programs. This serves to 
enhance the local protection for our bases in that country. 

The proposed program for Yugoslavia is limited to training and follow on 
spare parts for the maintenance of equipment programed in previous years. 

I should like to make reference to certain significant developments in the 
case of West Germany. First, Germany has committed to NATO three divisions 
with a real, although still limited, combat capability. These divisions have 
been assigned appropriate NATO defensive missions and in this capacity they 
will provide a substantial contribution to the military strength of NATO. 
Furthermore, the Germans plan to commit two more divisions to NATO by the 
end of this calendar vear. Second, in view of the strong economic position of 
Germany, grant aid to the nation is no longer required. Accordingly, Germany 
has already placed large orders under a military sales agreement which was 
hegotiated last fall, although deliveries under our past grant aid commitments 
are still being timed in consonance with the progress of the German force buildup. 

Before concluding this presentation, T should like to draw attention once again 
to the ever decreasing percentage of the total program which is requested for 
Europe due primarily by the efforts and increased local expenditures of the 
recipient nations. In 1950 Europe received 79 percent of the total military 
assistance program, while today we are requesting only 25 percent for Europe 
in fiseal vear 1958. This increased defense effort bv the nations has heen made 
despite the relatively high cost per soldier for pay, food, housing and clothing 
in the NATO countries—from $420 in Portugal to $2,504 in Germany. These 
figures are much lower than the annual support cost for a United States soldier— 
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$3,511—but are still very expensive when compared with the support costs for 
native soldiers of the Mid and Far East countries whom we equip. 

Percentages of completed deliveries of programed items by selected category 
for the European nations are as follows: 


~ Percent 
SAsereanition! (emall:arms) 2 lur Lido Jo. bode sootul itt Usb. 86 
RU i hk a hh Se Ul ie ae 82 
Maverete.. 26 ss ss eee Bi Td Se bk Anica 82 
WemeG let BAL piu st jesse hn tee in pe gine sip oa y 99 
SOPANIOUGL. 50 SeG SEAL Oe RE ee a 8 ee Cee 95 


Data showing just how far we have approached our goals in terms of combat- 
ready divisions, air squadrons and ships can be be furnished to you in executive 
session, 

In conclusion, I would like to emphasize the following points: 

United States military assistance has been an important factor in the success 
which NATO has achieved to date as a deterrent against Soviet aggression. 

This strength and determination deserves our continuing support and our 
recommended fiscal year 1958 program is designed to strengthen these forces 
which are so essential to the alliance and to our own security. 


(Chart I follows :) 





CHART I 
EUROPEAN MILITARY EXPENDITURES 


General Gururime. My first chart illustrates graphically a fact 
which is not always generally realized, which is that the European 
countries over the period 1950 through 1956 have spent on themselves 
$6.35 for every dollar they have received from us in military aid. 

I might point out that in 1957 they spent about $10 for each dollar 
they received. , 

Senator Extenper. This is only military aid and does not include 
economic aid. 

General Gururir. Yes, sir. 
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Senator Ex.enper. If you include economic aid and grants made 
by us, then a different picture is seen. 

General Guturte. Of course, I am in the Defense Department. 

Senator ELLenpver. I understand, but let us make it plain that this 
is‘strictly military aid. 

General Gururie. Yes, sir. * 

Senator ELienper. Previously, I requested a table which will show 
the contributions as a percentage of the country’s budget. Has that 
table been prepared ? 

Colonel Crirz. Mr. Chairman, it is prepared and it will be in the 
record. 

Senator ELLenper. Fine 

(The table referred being classified, has been filed with the 
Committee.) 

(Chart IT follows :) 


EUROPEAN 
NATO COUNTRIES | 
EXPENDEO pict 





se : i ry "4 
a ! 
one 


te hn 3 ; 


— S 


oe 
CHART II 


General Gururie. During the period 1950 through fiscal 1956, as 
shown here, the United States has expended varying amounts rising 
to a peak of $3.2 billion in 1953, and a declining to 1.7 in 1956. 

At the same time, the European countries expended in their own 
defense the amounts listed here, the peak being 12.8 as against our 
3.2 in 1953, and now being, for 1956, 13.1 as against our 1.7, or approxi- 
mately 78 percent of the total defense effort as against 12 percent con- 
tributed by us. 

Senator Exitenper. Doesn’t the $13.1 billion include the amounts 
spent by the countries for the home guards and other items of internal 
security including pensions paid to retired soldiers ? 

General Gururiz. Yes, sir; the amount spent on their own defense. 
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(Chart EIT follows :) 


CHART IIt 


CHANGING PICTURE IN MILITARY AID FLOW 


General Gururie. The changing picture in the military aid flow 
is indicated in this chart here. Whereas about 1950 79 percent of the 
total amount we devoted to military aid went to Europe, in 1957 only 
about 25 percent of the total went to Europe and the remainder went 
elsewhere in the world. 
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(Chart IV follows :) 





CHART IV 


General Gururre. Where Europe stands today. We selected five 
items of hardware, ammunition, artillery, aircraft, ships and tanks, 
and have shown here schematically columns representing the programs 
for 1950 through 1957. 

(Chart V follows :) 





CHART V 
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General Gururir. The amber bars show the amounts that have been 
delivered by the end of 1957. These total about 85 percent for am- 
munition, 95 percent in artillery, about 82 percent in aircraft and 
ships, and some 99 percent in tanks. 


(Chart VI follows :) 


CHART VI 


General Guturir. Now for 1958, our requests for comparative pur- 
poses are shown here. Added to the other bars, 10 percent increase in 
ammunition is asked for, nothing in artillery, and less than 2 per- 
cent in aircraft, ships, and tanks. 


NEW WEAPONS PROGRAM 


I might touch at this time on the new weapons program which has 
been discussed previously by other speakers for information purposes 
and I believe it should be off the record, sir. 

Chairman Haypen. All right. 

Senator Extenper. I understand that Germany will pay for hers. 

General Gururtre. Yes, sir. 

Senator Exttenper. England might and for the rest Europe it will 
be more or less a grant. 

General Gururiz. Subject to negotiations, sir. 

Now the 1957 one, we will probably have to carry all of those. 
have not added the 1958 totals yet. 

Senator ELtenper. Who is going to man this equipment ? 

General Gururir. The nations to which it is granted. 

Senator Extenver. Will we train them? 

General Gorurie. We will bring a number over here to train. 

Senator Evienper. Is that in addition to the MAAGS you have in 
various countries ? 
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General GuTurir. The only people who will have to be trained over 
here are those who man the equipment where the equipment to train 
them exists only over here. 

Senator Extenper. It will be a question of teaching them to utilize 
the equipment ? 

General Gururir. Yes, sir. 

Of course, it may have an impact on their local defense laws, such 
as length of service where a man would not be in the Army long 
enough to learn and practice his trade unless some provision is made 
for that. 

For 1958, our new weapons program totals in value $296.4 million. 

(Chart VII follows :) 





CHART VII 


General Gururim. How the money is to be used: For the European 
area so far approximately $12 billion have been appropriated and for 
1958 we are asking for $338 million for this area, which excludes the 
total I gave you for new weapons. 

Senator ELtenper. That is strictly hardware ? 

General Guturiz. Yes, sir; that ishardware. This is broken down 
approximately to force improvement, which is new equipment, but 
not in a classified area, of $161 million against maintenance of $177.5 
million. 
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(Chart VIII follows :) 
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CHART VIII 


General Gururie. To sum it up, we believe that 8 years of collective 
security effort has greatly increased the forces available to NATO 
and has tremendously enhanced their effectiveness. 

Modern weapons are required for NATO forces to maintain an 
effective deterrent against the Soviet bloc. 

Senator Ex:tenper. When you state that the forces of Western 
Europe have greatly increased, do you mean in the quantity of forces 
or the quality of forces as a result of the implementation of modern 
weapons? Certainly, their forces have been reduced during the last 
few years. 

General Gutrurie. No, sir; the number that were in the forces in 
1949 as compared to the number today was only about one-fifth or so. 

Senator Errenper. You are just comparing 1949 ? 

General Gutnrtr. Yes, sir. 

Senator Errenper. What about the years in between? Have they 
increased since NATO was organized ? 

General Gurnnrre. That was at the beginning, sir. 

Senator Ettenpver. In 1954 your plans called for 66 active divisions. 
You now have only 31. 

General Gururie. Yes,sir. There were three changes in the concept 
which were brought about by changing events in the world, for exam- 
ple, the rearmament of Germany as General Norstad explained the 
other day. 

Senator Errenper. Yes, I pointed out that it is strange that we 
permit our allies to decrease their forces while we increase ours. It 
does not add up. 

General Gururre. Yes, sir. The British decrease, as General Nor- 
stand pointed out, has been delayed somewhat. 
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Senator Exrenper. Yes, but they will pull them out as they did 
in Korea. 


GERMAN CONTRIBUTION IN DEFENSE OF WESTERN EUROPE 


General Gururte. We feel that the German contribution is a very sig- 
nificant factor in the defense of Western Europe and of course, as 
everyone knows, they are not only a significant factor but they are 
also becoming practically self-sustaining. 

Finally, military assistance to NATO amounts to less than 15 per- 
cent of the European defense costs since 1950. Our partners have con- 
tributed over 85 percent, a total of $12.3 billion, and $78 billion re- 
spectively, sir. 

Thank you, sir. 

Chairman Haypen. Thank you. 

The committee will stand in recess until 2: 30 this afternoon. 

(Whereupon, at 12:15 p. m., the committee recessed, to reconvene 
at 2: 30 p. m. of the same day.) 


AFTERNOON SESSION—2: 30 Pp. M. (MonpDaAy, JULY 29, 1957) 
Near East, Sourm Asta, AND AFRICA 


STATEMENTS OF JOSEPH PALMER II, DEPUTY ASSISTANT SECRE- 
TARY FOR AFRICAN AFFAIRS, DEPARTMENT OF STATE; NORMAN 
BURNS, ACTING REGIONAL DIRECTOR, OFFICE OF NEAR EAST 
AND SOUTH ASIA OPERATIONS, ICA; STUART H. VAN DYKE, 
REGIONAL DIRECTOR, OFFICE OF AFRICAN AND EUROPEAN 
OPERATIONS, ICA; REAR ADM. CHARLES K. BERGIN, USN, 
REGIONAL DIRECTOR, NEAR EAST, SOUTH ASIA, AND AFRICA, 
ICA, DEPARTMENT OF DEFENSE, ACCOMPANIED BY J. E. MURPHY, 
CONTROLLER, INTERNATIONAL COOPERATION ADMINISTRATION, 
AND COL. HARRY H. CRITZ, DEPUTY DIRECTOR, OFFICE OF PRO- 
GRAMING AND CONTROL, ISA 


GENERAL STATEMENT 


Chairman Hayven. The committee will be in order. 

Mr. Palmer, I notice you have a six-page statement here. Do you 
wish to read it 

Mr. Parmer. With your permission, Mr. Chairman, I would be 
pleased to read this into the record. 

Mr, Chairman and members of the committee, the mutual security 
program has played a crucial role, particularly during the last 12 
months, in our efforts to realize United States foreign policy objectives 
in the Near East, south Asia, and Africa. 

I believe that during the coming year this will be equally true. 

As you are aware, the program before you has been extensively re- 
vised from those of previous years to meet changing conditions and 
to make improvements indicated by past experience. These changes 
are the result of careful study by the executive branch, by the Con- 
gress, and by private organizations. The program is designed to be 
specifically responsive to our policy needs. 
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NEW NATIONS IN ASIA AND AFRICA 


Before dealing directly with the mutual security program-and its 
components, let me review some of the factors which are important in 
assessing the need for the mutual-security program in this area. Asia 
and Africa are surging toward a new status and relationship with 
the rest of the world. Twelve of the twenty-four nations in the region 
have achieved independence since World War II. These new nations 
understandably place a special emphasis on sovereignty and are na- 
turally determined to assure recognition of their right to exist on a 
basis of complete equality in the world community. 

These attitudes are accompanied by a reawakened consciousness of 
the richness of their own cultures—of their history and their future. 
Adjustments are in progress between this heritage and new concepts 
flowing into the area from the rest of the world. In short, the whole 
area is in a state of flux between the old and the new. | 


REVOLUTION OF EXPECTATIONS 


A major aspect of the awakened national consciousness is the de- 
termination to achieve economic improvement, both in absolute terms 
and in relation to the rest of the world. No longer are the peoples of 
Asia and Africa willing to accept poverty and disease as their in- 
evitable lot. They demand progress; there has in truth been a revolu- 
tion of expectations which new and often comparatively inexperienced 
governments must recognize and measure up to if they are to retain 
the faith and support of their people. 

In response, almost all governments in the area have adopted de- 
velopment programs in some form. These programs have become the 
symbols of popular hope and the testing ground of the effectiveness 
of the governments and their policies. 

There is a wide disparity in the resources available to individual 
countries for development. Some are blessed by nature with phe- 
nomenal natural reserves, others less well endowed are straining to the 
utmost their meager foreign earning capacity to acquire the needed 
foreign equipment. All are poor in technical skills and need substan- 
tial assistance to use effectively whatever resources they have. 


CONTRIBUTION OF THE MUTUAL SECURITY PROGRAM 


It is in this context that the economic assistance extended under 
the mutual security program serves a vital United States purpose. It 
provides varied tools of technical, economic, and special aid, whereby 
the United States can give selective assistance to the success of our 
long-range objectives in this critical area. 

The region is strategically significant to the United States. Its 
nations have important military facilities of ther own and some are 
the sites of United States military installations. Together, the facili- 
ties and the related defense forces, both ours and indigenous, contrib- 
ute to area security, to our own and to that of the entire free world. 

Military assistance under the mutual security programis essential to 
help nations of the general Middle East area build and maintain forces 
capable of playing their full part in this common endeavor. 

Its strategic location and the presence of vital oil resources make 
the area a major target of communism. The economic problems and 
expectations, as well as intraarea disagreements, create situations 
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which international communism is ever eager to exploit. The critical 
tensions which developed in the area during the past year have pro- 
vided international communism with special opportunities. We have, 
nevertheless, made encouraging progress toward the achievement of 
United States objectives in a number of ways. To this progress the 
mutual security program has made an important contribution, 


THE JOINT RESOLUTION 


The joint resolution of the Congress on the Middle East of March 
9, 1957, demonstrated the firm resolve of the United States to assist 
nations in that area requesting our help to resist the threat of interna- 
tional communism. Ambassador Richards made clear, both to nations 
of the area and to international communism, the significance of the 
resolution during a successful mission to the general area of the Middle 
East involving visits to 15 countries. He has reported to the Con- 
gress on the results of his trip. 


VICE PRESIDENT NIXON’S VISIT TO AFRICA 


In Africa, Vice President Nixon emphasized to that continent the 
United States appreciation of the the growing significance and im- 
portance of the role it is playing in world affairs. 

Important leaders in the area are now recognizing as never before 
the threat to them of international communism. With this has also 
come a new appreciation of the purposes and objectives of the United 
States and of our desire to assist them to strengthen themselves. Area 
countries are increasingly prepared to cooperate with us in moves in 
support of our mutual objectives. The Baghdad pact has grown in 
effectiveness as a collective security arrangement directed against in- 
ternational communism. We have supported the pact from the begin- 
ning and have now joined the military committee and extended 
economic assistance to regional projects developed under its auspices. 


EGYPTIAN SEIZURE OF SUEZ CANAL 


Egyptian seizure of the Suez Canal began a chain of events which 
led close to disaster. The subsequent hostilities in Egypt threatened to 
engulf the whole area in war. Working through the UN and standing 
forthright on principle, the United States played a leading role in 
stopping the fighting and securing the withdrawal of the invading 
forces. 

While there have been gains, and emergencies have been surmounted, 
it is imperative that we continue to move forward. The threat of 
international communism remains and must be met. It must be met 
through the strengthening of collective security arrangements and 
through the development of defense capabilities of those nations which 
wish to cooperate with us in so doing. It must be met through assist- 
ing the nations of the area to increase their internal security against 
subversion. And it must be met through amelioration of economic 
conditions and the consequent strengthening of governments recogiz- 
ing that their interests and ours are parallel. 

We must continue to work toward the solution of inter-area 
problems such as the Arab-Israeli dispute and toward the effective 
utilization of the international water resources of the region. The 
components of the mutual security program are specifically designed 
to facilitate these tasks. 
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MUTUAL DEFENSE ASSISTANCE 


The mutual defense assistance program is a part of our total mili- 
tary defense. Both of its components, military assistance and de- 
fense support, are basic to free world collective security. Military 
assistance provides equipment and material for effective defense 
forces. Defense support provides that economic assistance which is 
clearly related to an effective military contribution by the recipient 
nation. Countries being assisted are strengthened both against exter- 
nal aggression and against internal subversion. 

A large part of the funds will go to countries which are allied with 
us in NATO, or SEATO, or are members of the Baghdad Pact. 
These countries, together with others receiving defense assistance, are 
awake to the danger of international communism and are determined 
to work with us. 

Unless we are able to meet minimal essential costs, the security of 
these nations as well as our own is bound to suffer. 


DEVELOPMENT LOAN 






FUND 


The development loan fund is another basic and distinct element of 
the program. The peoples of this area are determined to proceed with 
economic development. They need help. They must have some pros- 
pect of orderly development with sympathetic assistance. The major 
effort must come from the peoples and governments themselves. They 
must be encouraged to depend primarily upon their own resources and 
to seek private capital investment. 

While we can contribute only a relatively small increment, this 
vital portion must be provided on a planned, businesslike basis. 

The Development Loan Fund would permit proper planning and 
would cooperate with private investors and establish lending institu- 
tions to promote sound projects which could be expected to contribute 
to building up the economic base of the borrowing country. 


EFFECTIVENESS OF TECHNICAL ASSISTANCE 


I do not believe I need emphasize the demonstrated effectiveness of 
technical assistance. The area stands in special need of technical skilis 
and knowledge. It is essential that funds be provided to carry for- 
ward this activity. 

The special assistance request is intended to meet foreign-policy re- 
quirements which cannot be dealt with through other components of 
the program. Emergencies and crisis are always arising in this part 
of the world. We must be ready to act quickly and decisively, lest 
progress achieved be undermined. 

Again our interests may demand provision of economic support in 
situations in which the criteria for the business-like loans from the 
development loan fund cannot be met. 

The authorizing legislation before the Congress incorporates the 
basic elements of the program. The essential minimal funds requested 
by the President for each of these components are required if the 
mutual security program is to continue to be an effective foreign 
policy instrument in the Near East, South Asia, and Africa. 

Thank you, Mr. Chairman. 

Chairman Haypen. Do you have any questions, Senator Ellender ? 
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MILITARY ASSISTANCE TO TURKEY AND GREECE 


Senator Ex LENDER. Mr. Palmer, for the Near East you are request- 
ing a total of $303 million for military assistance, most of which will 
goto Turkey and Greece. 

Are those two countries in line to receive any other funds from the 
President’s special fund ? 

Mr, Paumer. Well, they would be eligible, of course, for assistance, 
Senator Ellender, under the dev elopment loan fund. 

Senator Exitenper. Did Mr. Richards make any agreement with 
either or both of those countries ? 

Mr. Patmesr. No, I don’t believe he made any with Greece though he 
did provide some assistance to Turkey and to Israel. 

Senator ELtenper. For Israel you are requesting $2 million for 
technical cooper ation. 

( Discussion off the record. ) 

Senator ELLenper. Last year the amount of grants for Israel was 
$26.6 million. This year the total amount is 

Now, is it expected that Israel will obtain funds from the Presi- 
dent’s special assistance fund ¢ 

Mr. Patmer. I wonder if I could ask Mr. Burns to answer that. 

Mr. Burns. Senator Ellender, it is assumed that apart from such 
assistance from the special economic funds as might be appropriate 
they might possibly seek loan assistance from the development loan 
fund. 

Senator ELLeNpER. Would you say that the same thing will apply 
to the other countries in this area ¢ 

Mr. Burns. Yes, sir. Many would be eligible. Some of them, of 
course, may not meet the test of eligibility in the sense that they may 
have adequate alternative sources of { financing. 

Senator ELrenper. And those two sources of funds, that i is, the loan 
as well as the special fund, is in addition to that which you are pro- 
viding in the table appearing on page 19 of the mutual security 
program ¢ 

Mr. Burns. Yes, if they received such assistance it would be in 
addition to the figures you cited, Senator Ellender. 

( Discussion off the record. ) 


ECONOMIC AID TO TURKEY 


Mr. Burns. Speaking, sir, on the economic aid to Turkey, the level 
is approximately the same over the last 2 years, as indicated on page 99. 

Now, on page 99, it shows $104 million in fiseal 1956; $55 million in 
fiscal 1957 ——. 

But actually, $25 million of the $104 million in fiscal 1956 was made 
available near the end of fiscal 1956 and was actually taken into ac- 
count in programing in fiscal 1957. 

So that if you take account of that fact, the economic level was about 
the same over the 2 years. 

( Discussion off the record. ) 

Mr. Burns. Coming to the second part of your question, our feeling 
is that in certain respects the economic situation in Turkey is improv- 
ing. For example, their gross national product has been increasing 
in recent years and also their agricultural production has increased. 


94737—_57——20 
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WEAKNESSES IN TURKISH ECONOMY 


But there are also elements of weakness in the Turkish economy, 
The two particular onces I have in mind are that they have a large 
debt 

Senator Ettenper. Due to whom? 

Mr. Burns. Some of it is owed to us and some to other countries 
and to other people. Even their external debt to foreign countries is 
very large and a large portion of it is due to be paid in the next 4 or 
D years. 

So they have a heavy amount of short-term foreign debt. 

And that, plus other factors, is responsible for the fact that the 
free market exc hange rate fluctuates over a considerable range. 

There are elements of weakness in the Turkish internal economy, too. 


INFLATIONARY IMPACT OF PROGRAM 


Senator E..tenper. It is so much better though than it was before. 

In your opinion, Mr. Palmer, what has been the impact of our spend- 
ing on the inflation which exists in Turkey ? 

Mr. Burns. In the first place Turkey’s investment spending has 
resulted in the building of a number of economic development projects 
some of which are already beginning to come into production; some 
of which have not yet come into production. 

In that respect the spending has had ultimate results which yield 
antiinflationary increases in production as regards the long-range 
effect, but in other respects the investment spending by the Turkish 
Government now for projects that don’t increase the production until 
sometime hence tends to increase current inflationary pressures. 

The result of all this is that there is a certain danger of inflation 
in Turkey now. 

Senator Extenper. I know, and our spending has accelerated it. 

Mr. Burns. Increased Turkish spending for defense and invest- 
ment have, I would think, accelerated inflationary pressures. Our 
assistance by directly meeting some of the military requirements 
and by assuring Turkey of foreign exchange to continue the flow of 
essential imports helps alleviate inflationary pressures. In terms of 
the long-range effect, a successful investment program is likely to 
bring in new production that will counter that inflation. 


TURKISH TAX SYSTEM 


Senator Ettenver. Not if the present tax system remains in effect. 
The maximum tax paid by any corporation or individual is'.33% 
percent, and, of course, very few people are in that bracket. Isn’t this 
a big factor "contributing to inflation ? 

Mr. Burns. I think I w ould, sir. I would add that while their tax 
structure is less high than ours, their income is less high, too. 


PROPORTION OF TURKISH BUDGET SPENT ON MILITARY 


Senator Exrenper. I know, but it should be proportionate. When 
I visited Turkey last year, I found that her military expenses were 
only 23 or 24 percent of the total budget. 

Colonel Crrrz. It is 33 percent. 
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Senator Ettenver. When did you get those figures ? 

Colonel Crrrz. It is in the book there. 

Senator Ettenver. There is something wrong somewhere, because 
the figures I received showed that it was approximately 24 percent. 

Admiral Brraern. It is 33 percent for the last 2 years. 

Senator E..enver. If your figures are correct, it is still only one- 
half our military budget. 

The same thing holds true for Greece. As long as we are soft we 
are going to continue to carry this burdensome economic load. 

Mr. Burns. May I just say one thing more on Turkey. 

In Turkey the economic expenditures are simply intended to main- 
tain the economy strong enough to support the military program that 
we want them to follow without suffering economic deterioration. 
To do that we end up with those defense support figures that I men- 
tioned before. 

Senator E:tenver. I do not know of a people in the world who are 
more anti-communist than the Turkish people. I am glad that we 
have been able to aid them in their fight against communism. But, 
how much longer must we continue to carry the greater part of this 
burden ? 

We have increased the industrial and agricultural capacity of the 
Turks to the point where they should be able to help themselves. I 
wonder how much longer we are going to continue in this field. Have 
you ever thought about that? 

Mr. Burns. Yes, sir. 

Senator E.renper. It does not seem as though anything is being 
done about tapering it off. 

On the contrary, I think this year you are giving 

Senator Satronstatxi. Would the Senator yield ? 

Senator ELtenper. Surely. 

Senator Sarronsratt. Is it true that the Turkish economy has ad- 
vanced and progressed so much? It was my understanding that that 
was one of the great difficulties that plagued that program, that they 
have gone ahead so fast on their agricultural program that they were 
not able to keep up and their foreign exchange came down. 

( Discussion off the record.) 





SIZE OF TURKISH DEBT 


Mr. Burns. There are short-range difficulties coming from the large 
foreign debt. I think at the beginning of 1956 the foreign debt was 
in the neighborhood of $1.1 billion. 

There is a large external and internal debt problem and it results 
in a considerable financial instability in the country which reflects 
itself in a weak exchange rate. 

For example, the official exchange rate is 2.8 lira to the dollar and 
unofficial free market quotation show a rate of about 12 lira to the 
dollar, which is another reflection of their present economic difficulty. 

But in mentioning these economic difficulties, which are severe now 
and which limit the ability of Turkey to support the kind of defense 
program that they and we would like for them to support, I would like 
to add that as a result of this investment spending there have been 
built in Turkey various kinds of economic development projects in 
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the way of factories, roads, irrigation systems, which should make 
for long-range improvement in the Turkish situation. 


NONPRODUCTIVE PROJECTS IN TURKEY 


Senator ELtenper, Isn’t it a fact that in Istanbul much money is 
being spent beautifying streets which will not improve the economy 
one 10ta? 

Mr. Burns. A far larger percentage of their expenditures goes into 
more fundamental economic development than into Istanbul streets. 
I am referring here to highways, that bring produce to market and 
irrigation and dams and factories. Total expenditures of Turkey for 
that sort of thing is quite substantial. 


OVERPRODUCTION OF AGRICULTURAL COMMODITIES 


Senator Exztenper. Will you agree that when we started to help 
Turkey the development there was far too fast ? 

In other words, as a result of our aid they produced an abundance of 
agricultural commodities that could not be disposed of. 

Are you familiar with that? 

Mr, Burns. Yes, sir. There was one year—1953—when, through 
a combination of their agricultural expansion program and good 
weather, Turkey had a record crop of wheat. I believe they were the 
sixth largest exporter of wheat in the world that year. 

Recently, because of an increase in population and domestic con- 
sumption.and the fact that they have not matched the good bumper 
crops as a result of less advantageous weather, they have not had a 
surplus of wheat available for export, and at times have taken quite 
a few agricultural commodities from this country simply to maintain 
their standard of consumption. 

However, agricultural production has increased, moderately, and 
over the last 4 years averaged well above 19458. 

Senator ELitenver. I was informed that our aid to Turkish agricul- 
ture was on too large a scale, and that the farmers were discouraged 
when they had these large surpluses. 

You heard of that, too; did you not? 

Mr. Burns. There was 1 year when that was definitely true, this big 
wheat year, there was a high level of production but taking the overall 
run, the agricultural production of food grains in the last 4 years aver- 
ages out about 30 percent greater, quantitywise, than in 1948. 

Senator Exienper. How much? 

Mr. Burns. About 30 percent. 

Senator Ettenver. Higher? 

Mr. Burns. Yes, sir; on a quantity basis. 

Senator Extenper. What was it prewar? Do you know? : 

Mr. Burns. Yes; it was 63 percent higher in 1956 on a quantity 
basis than it was on the average of 1935-39. 

Senator Exzenper. Did I make an error in the industrial develop- 
ment of two-hundred-and-some-odd percent ¢ 

Mr. Burns. I do not have the figure here. : 

Senator Exrenper. I put the figure in the record many times. 
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PROGRESS IN INDUSTRIAL DEVELOPMENT 


I remember that Turkey and Greece have made more industrial 
progress than any other country we have assisted. ; 
Mr. Burns. That is my general impression that the industry in- 


crease is much larger than the agriculture; it approaches a threefold 
increase. 


Senator Exxenper. Yes. 

Mr. Burns. There are still those elements of weakness in the econ- 
omy, which preoccupy us from the point of view of supporting the 
defense effort. 

Senator Ettenper. What is the cause of this weakness? 

Mr. Burns. It is pretty difficult for me to be sure of all these things, 
but one fact is that they started with a very, very low economy, back 
before the war. When I lived in Turkey, in 1938, I know their eco- 
nomic condition was very bad. 

The total per capita consumption of food and that sort of thing was 
very low. Since that time, they have built up an economic structure in 
industry and agriculture. It has taken a good deal of money to do that. 
Sometimes they have not spent their money as wisely as they might. 

Certainly we do not have complete control over what they do, and 
some mistakes have been made. But as a result of this investment 
activity, they have increased their agricultural production and _ in- 
dustrial production. They have the beginnings of a factory struc- 
ture and a better agricultural organization which, over the long 
haul, will put them in a much better economic position than before all 
this investment spending began. Therefore, as we sec it, this will make 
them more able to support this military effort which they feel and we 
feel we would like to have them do. 

Senator E.tenper. Though Iran is a wealthy country, having vast 
resources of oil, you are requesting and $6 million for technical 
cooperation. 

was of the impression that within a few years after Mossadegh was 
jailed that the oil royalties received by the Government would be 
more than adequate to make the oil-rich country completely self-sus- 
taining. Why must we furnish so much aid in fiscal year 1958 ? 

Mr. Borns. Back in the days when the economic aid was highest 
in Iran, during the Mossadegh regime, the aid was running around $50 
to $80 million. 

Senator ELLENpErR. One year we gave them $160 million. I believe 
that was 3 or 4 years ago. 





ECONOMIC AID TO IRAN 


Mr. Burns. I have the figures here, but I can’t locate them. For 
the moment I will say between $50 and $80 million a year during the 
peak of the aid, which was around 1952 to 1954. Then as the oil royal- 
ties began to come in after the consortium started the Abadan refinery 
in the fall of 1954, our defense support aid began to taper off so that 
in 1956, as seen on page 55, it was $57.5 million; and in fiscal 1957, it 
went down to $45 million. 

( Discussion off the record.) 
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Mr. Burns. I have the figures now for the earlier years. 

The peak year, sir, for economic aid in terms of obligations was $84 
million in fiscal 1954. That was just after Mossadegh had fallen and 
when they were picking up the pieces from his regime. As I said, then 
it tapered off from that figure down to this figure, which is off the 
record, as a result of these oil royalties which have been increasing 
steadily since the fall of 1954. 


MILITARY ASSISTANCE TO IRAQ 


Senator ELLenper. You are requesting —— for military assistance 
to Iraq. Can this sum be justified ¢ 

Admiral Brerern. I will answer that, sir, if I may. 

On the advice of the Joint Chiefs of Staff, and as concurred in by 
the Department of Defense, it has been arrived at that this is a nec- 
essary figure. 

Now, like you, we hope that this will not continue too long. But cer- 
tainly it is a justified requirement at the present time, sir. 


EFFECT OF BAGHDAD PACT ON UNITED STATES CONTRIBUTION 


Senator ELLenper. Will our contribution be increased because we 
are taking more interest in the Baghdad Pact ? 

Admiral Brrern. I would not venture to take a guess on our commit- 
ments. I rather feel that by this Baghdad Pact joint effort that they 
can contribute more in their own common interest than depending on 
us. That certainly is our hope, I assure you. 

: Senator ELLenpDeR. Do you know how much is in the pipeline for 
raq * 

( Discussion off the record. ) 

Senator Eritenper. Iknow. That is why I asked the question about 
the Baghdad Pact. 

Iraq is most prosperous and she should be able to carry her own 
burden. 

Colonel Crrrz. May I point out that Iraq is one of the few countries 
where we are assisting them in getting their armed forces organized 
and started, that they immediately take on the future support of that. 
They are buying the spare parts themselves. We are just getting 
them started, on their feet. 

We believe they, after once started, will be able to carry more of 
the load. 


TOTAL FUNDS MADE AVAILABLE TO NEAR EAST COUNTRIES 


Senator ELtitenper. Will you place in the record at this point the 
moneys that were made available to the countries in the Near East 
from the President’s special funds. 

Mr. Patmer. We will be happy to make that available for you. 

(The information requested follows :) 


In furtherance of the purposes of the resolution agreements in principle were 
negotiated for economic and military assistance totaling $174.2 million. Of 
this amount $51.1 was for military assistance and $123.1 million was for economic 
assistance. These agreements in principle utilize the authority of section 3 of 
the resolution in the amount of $129.3 million. 


— 
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Senator Extenper. How much was given to Lebanon out of the 
President’s special fund ? 

Mr. Burns. Ten million dollars of economic aid to Lebanon, given 
by the Richards mission. 

Senator ELLENDER. Have you made any contracts since ? 

Mr. Burns. No, not since 

Senator ELLENDER. Any promises ? 

Mr. Burns. No, no future promises. 


CONSTRUCTION OF ROADS IN LEBANON 


Senator ELLenper. I understand that a large portion of the money 
made available to Lebanon is going to be used to build a road along 
the Mediterranean to enhance the tourist trade there. Is that 
correct ¢ 

Mr. Burns. It is true that part of the local currency counterpart of 
the Richards mission money is being used to build a road. It is 2 
roads in fact, 1 along the Mediterranean and 1 connecting with the 
interior. 

Senator ELitenper. Yes, over to Damascus. 

Mr. Burns. The purpose of it is economic. Tourism is one of the 
major industries of Lebanon and these are roads that move the crops 
to market. So they have two purposes for those roads. 

Senator ELtenper. The Lebanese have much better roads than we 
have in our own country. It is absurd to provide them with $10 mil- 
lion for this purpose. If Lebanon were to impose the proper taxes on 
its people we would not have to give them a dime. They could raise 
enough funds to build these roads. From what I understand, the 
Ww ealthy people there get by with little or no taxation. 

(Discussion off the record.) 

Chairman Haypen. Mr. Burns, do you have a statement ? 

Mr. Burns. Yes, sir. 

Chairman Haypen. How much of it do you want in the record? 
Can you highlight it? 

Mr. Burns. If you wish, sir. It is written in such a way that I could 
read the first seven pages and then insert the rest in the record. 

Senator Extenper. Before we hear Mr. Burns, let me ask some 
questions.on. Africa ? 

(Discussion off the record. ) 


ASSISTANCE TO MOROCCO 


Senator Ettenper. For Morocco there is a defense support request 
for ———. Is that in addition to the high rental we are paying 
there for the use of the airfield ? 

Admiral Beret. I will have to defer on that one. That is not a 
military question, sir. It is a political question. 

Mr. Parmer. We are not paying any rental at the present time for 
the airfields in Morocco. 

Senator Extenper. Is it contemplated ? 

Mr. Pater. The present arrangement with respect to the Moroccan 
bases of course is with France. We are now beginning to negotiate 
with Morocco in order to place this on a United States-Moroccan basis. 
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Senator Extenper. Is any of this money going to be used to pay 
for this rental should you have to pay it, or will you request new 
money ? 

Mr. Parmer. May I speak off the record ? 
( Discussion off the record.) 


RELIEF OF REFUGEES 


Senator Sarronsraty. May I ask one question before we get into 
another statement ? 

You have down for Palestinian refugees $23,800,000. That is a 
reappropriation ; that is not new money, as I understand it. 

Is this all we supply, or do we also supply through the United 
Nations? 

Mr. Burns. This is a contribution from the United States through 
the United Nations to the refugee organization. 

Senator Sautronstauu. This is our complete supply ? 

Mr. Burns. Yes, sir. 

Senator Sattonstauu. Last year you got $45,3 million and you only 
used 21 plus. Why did you need so much last year? 

Why did you use so much less than you anticipated? 

Mr. Burns. This was a fund appropriated several years ago. I 
don’t know how long ago it was appropriated. 

Mr. Morpny. It was 3 years ago. The original appropriation was 
for $65 million. It was made in the Mutual Security Act of 1955 for 
fiscal year 1956. It contemplated not only relief assistance to the refu- 
gees in the camps, but also some major economic projects to bring a 
lot of land under cultivation and allow for resettlement of the people. 

It was impossible to get those projects under way, so the contribu- 
tion was chiefly for relief. Likewise, this past year of 1957, from the 
balance of the $65 million, the figure you mentioned, $45.3 million, we 
again met chiefly the relief and some smal] rehabilitation requirements. 

Senator Satronstatu. There has been no progress in straightening 
out that situation at all? 

Mr. Mourrnuy. Unfortunately not. 

Mr. Burns. There has been a little bit of resettlement, but not much. 

Senator Extenper. You are requesting this amount for relief? 

Mr. Murrnuy. The major part is for relief. 

Mr. Burns. Not all of the $23.8 million is for relief. There is a 
little bit in it for rehabilitation, as they call it. 

Speaking from memory, I think it is $17.8 million for relief and $4.0 
million for rehabilitation. But $4.0 million for rehabilitation is a 
very small amount relative to the magnitude of the problem. Not 
much is being achieved on the rehabilitation problem because of the 
political conditions in the Middle East. 

There are about 922,000 refugees now. 
Senator Santonstatu. Is that increasing or decreasing ? 
Mr. Burns. Increasing. 


BIRTHRATE AMONG REFUGEES 







Senator Satronstautu. Through the birthrate ? 

Mr. Burns. Through the birthrate. The number settled each year 
is anywhere from one to three thousand a year. Maybe some years 
5,000. But the population increase is nearly 3 percent net per year. 
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So if I remember correctly, somewhere around twenty-five to thirty- 
five thousand new refugees are born every year. So the total number 
is going up. 

Senator Extenper. Jordan has the greater proportion of those ? 

Mr. Burns. Yes, sir; over half. 

Senator ELtenper. Are you spending this $4 million to improve the 
conditions in the camps? 

Mr. Burns. The $4 million goes for a few small agricultural setile- 
ments: which they were able to get started, for vocational training 
schools in Jordan, for the general education of the refugees, and for 
a small grants and loans program. 

The rest of it, which is $17.8 million, is for strict relief in the way of 
food and medical service, which averages per refugee slightly less than 
$2.50 per person per month in the way of relief. 

Senator Extenper. That provides 1,500 calories ? 

Mr. Burns. That is correct. 

Senator ELtenper. What percent of the total amount of money 
that is being spent for refugees is put in by us? 

In other words, $17 million is what percentage of the entire amount? 
Do you know? 


PERCENTAGE OF UNITED STATES CONTRIBUTION TO UNRWA 


Mr. Burns. Yes. We, as a matter of decision, have told the United 
Nations that: we will not contribute more than 70 percent of the total 
cost of the UNRWA operation. Other countries therefore are supply- 
ing 30 percent. 

Senator Errenper. Are there any defaulting in their contributions? 

Mr. Burns. It is my understanding that they are not defaulting in 
terms of what they actually promised to contribute, but they will not 
commit themselves to contribute as much as is necessary to do the job. 
Technically they are not defaulting. but at the same time, some of 
them are not facing up to the problem. 

Senator Extenper. I think our country is doing a great job there. 
But the problems are going to remain as long as there is no settlement 
of this Israel-Arab problem. Do you agree? 

Mr. Burns. Yes, sir. 

Senator Sauronstatu. Mr. Chairman, might I respectfully make a 
suggestion ? 

Chairman Haypen. Yes. 

Senator Satronsratu. I have glanced through this statement. of 
Mr. Burns. Through the able questioning of Senator Ellender, a lot 
of this has been covered. Could we not put the whole statement in the 
record and then he may hit any highlights that he wants? 

Chairman Haypen. That is all right. 


PREPARED STATEMENT 


Senator Sauronstanu. I think it will be helpful because Senator 
Ellender has covered a lot of this. There are a few things here, Mr. 
Burns, he has not covered, like this loan fund and the pipeline which 
you could headline and let this whole statement go in the record. 

Chairman Haypen. Very well, we will do that. 
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(The statement referred to follows :) 


STATEMENT SUBMITTED BY NORMAN BurRNs, Deputy DIREcTOR, OFFICE OF NEAR 
East AND SoutH ASIA OPERATIONS, INTERNATIONAL COOPERATION ADMINIS- 
TRATION 


NEAR EAST AND SOUTH ASIA 


Mr. Chairman and members of the committee, for countries in the Near East 
and south Asia region, which have a population of about 600 million, we are 
proposing defense support and technical and economic assistance programs for 
fiscal year 1958 amounting to $256.6 million. These are minimum. feasible esti- 
mates of requirements to-meet United States program objectives and their ade- 
quacy will depend on a favorable pattern of economic events during the course of 
the year. The firm projected proposals which make up this total include the 
following elements: $170 million for defense support; $48 million for technical 
cooperation ; $13.8 million for special assistance; and $23.8 million as a carry. 
over of the unobligated balance of prior appropriations for Palestine refugee 
relief and rehabilitation. If weather conditions or the conditions of production, 
trade, and payments should take a less favorable course than has been assumed, 
it may be necessary to meet further requirements for this area from the unpro- 
gramed portions of the worldwide special assistance authorization which are 
being requested to provide against contingencies which cannot be predicted ex- 
actly. In making these economic evaluations of prospects, requirements, and 
development objectives, we have also assumed that countries in the area will be 
in a position to make proposals to the development loan fund for which funds are 
requested on a global rather than an area basis. 


Defense support 


In extending defense support, we are trying to achieve a particular military ob- 
jective for the benefit of the common defense; any economic benefits that may 
also accrue are purely incidental to the requirements for maintenance of the 
force level. The maintenance of effective military forces depends on a minimum 
level of political and economic stability. Thus, the minimum level of defense sup- 
port that it is feasible to propose must enable the receiving country to make its 
force contribution without incurring any significant economic deterioration. 
Substantial economic deterioration might subsequently result in increased de- 
pendence on United States assistance or equally undesirable, a decline in military 
effectiveness. 

For fiscal year 1958, a defense support program of $170 million is proposed for 
Greece, Turkey, Iran, and Pakistan, as against $215 million of programs pro- 
posed in fiscal year 1957 and described in the documents already presented. This 
reduction of $45 million as compared with fiscal year 1957 reflects to some degree 
the increased country capacity as well as the change in the fiscal year 1958 defini- 
tion of defense support to exclude requirements for purely development purposes. 
Defense support will assist Greece, Turkey, and Pakistan to maintain the 
essential flow of imports which their own limited foreign-exchange earnings 
could not otherwise finance. Defense support made available to Iran helps sup- 
port the military construction program. These four countries, together with 
Iraq, which receives military assistance but no defense support, are associated 
with the United States in a number of vital collective security arrangements: 
Greece and Turkey in NATO; Turkey, Iran, Iraq and Pakistan in the Baghdad 
Pact; and Pakistan in SEATO. Their combined forces exceed a million men. 


Economic and technical cooperation 


The countries of this region are increasingly aware of the deficiencies which 
now limit their ability to meet the reasonable requirements of their people. 
For these countries, the promotion of sound economic development in a free choice 
society is, we believe, in the direct interest of the United States. We have fora 
number of years actively pursued this goal in assisting these emerging coun- 
tries. The Greek Minister of Commerce has well defined the function of United 
States aid as overcoming an “organic gap” in the economic and social structure 
of the country, not simply the covering of accidental and temporary deficits in 
the balance of payments. The nature of this organic gap is not easy to measure. 
It is marked from country to country by underlying similarities and by a wide 
variety of local differences. Thus, in the area which economic and technical 
cooperation programs are designed to cover, the task of the mutual security 
program involves not merely substantial increases in local resources, but changes 
in basic attitudes toward local problems and means of solving them. This im- 
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plies an increase in flexibility, in acceptance of change, in ability to adapt and 
integrate new ideas to locally prevailing conditions. 

For fiscal year 1958, excluding the requested carryover for the Palestine refugee 
program, a total of $61.8 million is proposed for, economic and technical coopera- 
tion in the Near East and south Asia countries;mainly for technical cooperation. 
Technical cooperation programs have been carried on in 13 countries in the 
NESA region and similar activities will be continued in fiscal year 1958. The 
proposed technical cooperation program for fiscal year 1958 totals $48 million 
for the entire region, as against estimated programing of $43.9 million in fiseal 
year 1957, as described in documents submitted. Over three-fifths of the pro- 
posed $48 million is suggested for the 4 largest countries in which there are 
now programs in operation and which have 80 percent of the area’s population— 
India, Pakistan; Iran, and Turkey. Programs in these and in the other coun- 
tries in the area would permit continued effort to raise the general level of skills, 
broaden the basic training of leaders administrators, and teachers, and improve 
methods, techniques and organization in agriculture, industry, public, and pri- 
vate management and education. 

In the past there have been development assistance programs in eight countries 
in this region. In fiscal year 1957, estimated programing for development assist- 
ance amounted to $164 million as described in documents submitted. This category 
of development assistance has been eliminated in fiscal year 1958. Most of 
such needs it is believed can now be met by access to the development loan fund. 
However, not all such problems are suitable for resolution through loans and 
some of these situations reflect elements of critical dependence on imports that 
require early and firm programing. Special assistance, $13.8 million, is proposed 
only: where there are country problems for which a degree of direct preplanning 
is required which cannot be provided by other sources of development funds. 

Additionally, however, there are elements, both political and economic, in the 
Near East and south Asian situation which cannot be precisely foreseen for a 
full year ahead; natural disasters may upset resource calculations. Further, 
while the Middle East resolution approved by the Congress this past winter has 
contributed to the relative quiet which is now reflected in the area, the basic 
causes of instability and unrest have not disappeared. At the time of his re- 
quest for special authority in the use of fiscal year 1957 mutual security funds 
in the Middle East, the President indicated his intention of asking similar au- 
thority in fiscal year 1958. Although the preprogramed amount of special as- 
sistance proposed for the Near East and south Asia is $13.8 million, a substan- 
tially larger portion of these funds might ultimately have to be devoted to carry- 
ing forward the efforts already instituted by Ambassador Richards. It is our 
intention to use the development loan fund in all appropriate instances. Where 
loans prove unsuited, special assistance may: have :to be extended to accomplish 
immediate results. For all these purposes, the contingency reserve under special 
assistance would provide approximately $200 million for worldwide use. 


Cost components 


Of the total $256 million proposed for the defense support program and for 
economic and technical cooperation, the major portion would be used to help 
finance imports of commodities such as food, raw materials, machinery and 
equipment and industrial supplies, and to cover the cost of freight and services 
required. The balance, about one-fifth of the total funds consists of proposed 
assistance on a project basis. Technicians under direct hire and under contract 
from private organizations will require about two-thirds of the total project 
cost; supplies and equipment are budgeted at about one-fifth of the project total ; 
and participants to be trained in the United States or at the American University 
of Beirut represent about 10 percent. 


Public Law 480 


We have assumed throughout that the authority of Public Law 480 would 
continue to be available, to permit sales of surplus agricultural commodities 
and shipment of emergency supplies in the event of shortages of local production. 


Development loan fund 


As the committee is aware, we propose for the new development loan fund an 
appropriation request for $500 million for fiscal year 1958 and authorization for 
$750 million for fiscal year 1959 and the same amount for fiscal year 1960 to 
cover worldwide requirements. There is no specific illustrative distribution of 
the funds to suggest area totals. The new fund would afford the United States 
the opportunity to respond to sound well-conceived country proposals for develop- 
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ment. The fund is conceptually different from development assistance under 
section 201 in that there is no advance distribution of funds by country, nor will 
any country be assured of assistance up to an illustratively programed level. 
Loans from the fund will be made on the basis of documented country applica- 
tions, Near East and south Asian countries have conducted their own ex- 
plorations of country development needs, and their own preliminary development 
activity and forward planning are comparatively advanced. We are convinced 
they. will be able. to make reasonable development proposals to the development 
loan. fund for programs and projects of a sufficiently specific character to permit 
implementation of loan activities. At the outset, countries will have to find 
their way in the new process. Once begun, we believe that the fund will provide 
an effeetive mechanism to increase the level of economic development which is 
possible in this area. 

Personnel 


The ratio of United States-employed technicians to total program costs in 
fiscal ‘year 1958 is small—one third of project costs and only 7 percent of the 
total of project and commodity supply programs. There are now working 
assignments in the Near East and south Asia countries for 927 American tech- 
nicians under direct hire by ICA plus 629 specialists under ICA contract with 
private American firms and with 28 American universities. Targets for fiscal 
year 1958 are 1,060 and 707, respectively, to cover restoration of operations 
interrupted by the hostilities in the Near East and to meet the needs of a 
number of country programs which have been drastically understaffed in the 
past. The value of American technicians to these countries in dealing with 
their local problems is evidenced by mounting requests for more United States 
technicians; the limited increase in staffing targets reflect ICA’s intention to 
meet only the most pressing of such requests. 

Advance technical training would, as in the past, be provided to foreign 
students and officials from this area. Present plans provide for training of 
2,167 participants, as against 1,993 in fiscal year 1957. 


Pipeline 


The fiscal year 1958 proposed defense support and economic and technical 
cooperation programs for the Near East and south Asia total approximately 
$256 million, some $188 million less than estimated programing for such activi- 
ties including development assistance in fiscal year 1957, and $193 million less 
than obligations in fiscal year 1956. While the obligation rate has declined 
slightly from fiscal year 1956 to fiscal year 1957, and will drop sharply as a 
result of the reciuiced request for obligational authority for these purposes in 
fiscal year 1958, tle rate of expenditure has remained and is expected to remain 
stable as prior obligations are utilized. Expenditures in fiscal year 1956 were 
$401 million; estimated expenditures in fiscal year 1957 amount to $402 million; 
and anticipated expenditures in fiscal year 1958 total $398 million. Thus the 
pipeline of unliquidated obligations, which rose during fiscal year 1957 from 
the $560 million figure of June 30, 1956, is expected to drop Substantially by 
June 30, 1958. 

The foregoing figures do not take into account any loans that might be made 
to the Near East and south Asia countries under the development loan fund or 
of any’ additional aid (beyond the $13.8 million) that might be extended to 
them under special assistance. 


Murua Security ActTrvitres IN Near EAst AnD SovtH Asta COUNTRIES 


To supplement the foregoing notes on the overall nature of the mutual security 
proposals for fiscal year 1958, this section contains a brief note on current mutual 
security operations in each of the countries. 


NEAR EAST: GREECE, IRAN, TURKEY 
Greece 


United States assistance in the postwar period has helped Greece to overcome 
the economic destruction of the war and the subsequent period of guerrilla fight- 
ing, to establish a firm base for further development and to rebuild its capacity 
for national defense. The measure of these gains appears in the increases in 
production—agricultural output in 1956 29 percent above the prewar average, 
industrial output increased by one-third over 1953, and per eapita consumption 8 
to 10 percent above prewar. 
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To maintain its defense effort, which absorbs more than one-quarter of Central 
Government expenditure and approximately 5 percent of gross national product, 
Greece depends on mutual security program defense support aid. In fiscal year 
1956 and 1957 the United States financed, in the form of defense support $25 
million per annum of surplus agricultural commodities for Greece. The local 
currency proceeds arising from the sale of these commodities were granted or 
loaned (in fiscal year 1957 $10 million equivalent were loaned, $15 million equiva- 
lent granted) to the Greek Government for budgetary support of military ex- 
penditures. In addition to defense support there is a modest technical coopera- 
tion program amounting to $830,000 in fiscal year 1957. Greece also purchased 
substantial quantities of surplus agricultural commodities under Public Law 
480, and it is assumed such availabilities will continue. 

Through June 30, 1956, a total of $850.3 million of defense support and $18.8 
million of technical cooperation was obligated for Greece. The total pipeline of 
unexpended obligations expected at the end of fiscal year 1957 is $5.7 million. 

Defense support proposed for fiscal year 1958, in combination with agricul- 
tural surplus commodities made available through Public Law 480, should pro- 
vide the necessary margin to permit Greece to carry out its defense program 
and meet its other present requirements. The proposed $810,000 technical coop- 
eration program encompasses two agricultural projects (extension and market- 
ing) ; a complex of labor projects especially connected with the trade-union move- 
ment; and a small number of industry projects. At least one-third of the annual 
technical cooperation obligations covers the costs of Greek participants studying 
in the United States; most are Government employees or are associated with the 
major Greek universities. In 1958 it is expected the program will be able to 
finance 80 participants and that 30 United States-employed technicians will be on 
duty by the end of that year. 

Greece still faces a number of persistent and perplexing problems. These in- 
elude the direction of publiic and private investment; the unsatisfactory cost 
situation in much of Greek industry; the need to improve the level of technical 
training both in industry and agriculture; the persistence of underemployment ; 
and the continuous pressure of the need to expand output and raise the standard 
of living on the limited material and financial resources and capacities of Greece. 
To meet some of these development problems, Greece may consider it appropriate 
to apply to the development loan fund. 


Iran 


Notwithstanding its potential wealth and proven oil reserves, Iran has at 
present an underdeveloped, agricultural economy and but little industry. Sub- 
stantial improvements in basic services, public and private administration and 
the level of education and technical skill are necessary if economic resources are 
to be mobilized on a scale commensurate with the rising aspirations of the 
population. 

United States assistance to Iran, which began in 1951, was expanded and 
helped the new government to prevent financial and economic collapse after the 
fall of Mossadegh in 1953. Expenditures of aid funds, during that period had 
a significant impact on the Iranian economy, and totaled slightly less than one- 
half of the amounts Iran could have received during the 4 years without oil 
exports if earnings had continued at the $115 million rate received during the last 
year of oil operations ending March 20, 1951. 

Iran does not depend on defense support to supplement its foreign exchange 
resources in order to meet its defense commitments, although it requires mili- 
tary end item aid. It does depend on defense support to meet the local currency 
eosts of a military construction program intended to permit redeployment of 
Iranian forces into more adequate defensive positions. Local currency for this 
program is generated through the import of salable commodities. 

Through fiscal year 1956 a total of $231 million of defense support and $40.2 
million of technical cooperation was made available for Iran. In fiscal year 
1957, the defense support program amounted to $45 million, of which $23 million 
was made available as a loan. About four-fifths of the program was devoted to 
financing commodity imports, with the modest balance for project support. The 
technical cooperation program was $7.1 million. By the end of fiscal year 1957 
it is estimated the pipeline of unexpended obligations will be $51 million of de- 
fense support funds and $10.6 million of technical cooperation funds. No 
general budgetary support commitments to Iran were made from fiscal yeer 
1957 funds, and none are expected in fiscal year 1958. The proposed defense sup- 
port program for fiscal year 1958 is intended to meet local currency requirements 
of United States commitments for the military construction program. 
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The need for United States technical assistance in many fields remains critical, 
and the general stringency of the budget—due in part to increasing requirements 
for maintenance and operation of the military establishment—makes it unlikely 
that Iran can at this time provide adequate local currency support to continuing 
United States-Iranian projects. It is proposed to program $6 million of technical 
cooperation for these activities. At the close of fiscal year 1957, there were a 
total of 183 United States employed and 93 contract technicians on duty and about 
the same numbers are expected for fiscal year 1958. Participants programed 
during the year, 123 in fiscal year 1957, are expected to decline somewhat. 

The revival of the Iranian economy has made possible a gradual reorientation 
of the mutual security program in Iran toward its original objectives of providing 
technical advice, supporting equipment, and modest financial support for selected 
demonstration, economic development projects. An impressive basis for economic 
development has been laid. For some time there will be required continued 
United States technical assistance related to selected economic development proj- 
ects and defense support related to the military buildup. Thereafter, Iran’s own 
resources, properly mobilized, should be sufficient to sustain a satisfactory rate 
of economic growth and an adequate current budget. 


Turkey 


Turkey depends on defense support to overcome balance-of-payments limita- 
tions which would otherwise prevent fulfillment of its defense commitments. 
It is the largest contributor to the manpower of the NATO defense establishment. 
Defense expenditures represent approximately 5 percent of the gross national 
product, and compare favorably with such expenditures by other NATO mem- 
bers. The problem in Turkey is one of effort straining existing resources. As 
a consequence of its drive toward rapid development, Turkey has exceeded its 
own limited resources, and accumulated a heavy foreign and domestic debt. 
Since fiscal year 1955, as the disequilibria resulting from the heavy investment 
program have become apparent, the aid program has had to be restricted in large 
measure to financing imports of raw materials, basic commodities, and spare 
parts to keep the industrial plant in operation. Provision of capital equipment 
has been limited to aid-supported projects which were already underway. At 
present roughly one-third the national budget is planned for investment; this is 
equivalent to approximately 15 percent of the gross national product. 

From April 3, 1948, through June 1956, total nonmilitary aid obligations for 
Turkey amounted to approximately $561 million; mutual security program loans 
amounted to $130 million. In fiscal year 1957 a total of $55 million in defense 
support and $3.3 million in technical cooperation were programed. Allowing 
for cumulative expenditures through fiscal year 1956 and estimated expenditures 
during fiscal year 1957, the estimated pipeline of unexpended obligations at the 
end of the current fiscal year is $93.5 million of defense support and $3.5 million 
technical cooperation, a significant reduction as compared with June 30, 1956. 
During this period of development the gross national product increased in real 
terms, by roughly 37 percent over 1950. Per capita income and consumption 
have increased 19 percent since 1950. The overall industrial index reports ac- 
tivity two-thirds higher than 1948 ; agricultural production in 1956 was 63 percent 
above the 1935-39 volume. 

The defense support proposed for fiscal year 1958 assumes that, in addition, 
surplus agricultural commodities will be available to meet import needs as they 
have been in the past. On this basis, the defense support is the minimum ex- 
pected to be sufficient to finance the essential imports of raw materials, supplies, 
and parts needed to support the defense effort and meet operating requirements 
in Turkish industry and agriculture. A technical cooperation program of $5.6 
million is proposed, to assist in meeting increasing needs for the higher levels of 
economic and social skills required by the expanding Turkish economy. Turkish 
ability to absorb and utilize such aid is increasing with recognition of the areas 
where the lack of technical and administrative skill is limiting effective develop- 
ment. 

Programs dependent on provision of technical help will have a total of 235 
United States employed and contract technicians on duty by the end of this fiscal 
year and a total of 240 is projected for the end of fiscal year 1958. The pro- 
graming of participants is expected to increase by about one-fifth in fiscal year 
1958. 

The major Turkish problem of putting limited resources to optimum use re- 
quires an appropriate balance among the components of the development effort. 
Fully effective stabilization would permit increased concentration of investment 
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without aggravating the strains on the economy. This additional effort, aimed 
at achieving adequate self-sustained development, is the keystone on which 
Turkey’s ability to carry a larger share of its defense burden depends. It would 
pose still further requirements for foreign exchange. The development loan fund 
may hold such opportunities for Turkey. 





OTHER NEAR EAST 
Egypt 

The mutual security program in Egypt, initiated in fiscal year 1951, took the 
form of a modest technical assistance program until fiscal year 1955, when $40 
million in development assistance was provided. For reasons not related to the 
mutual security program, political relations with Egypt have deteriorated to the 
point where ICA operations have in effect been suspended. 

Under present circumstances no program is proposed for fiscal year 1958. It is 


not possible at this time to predict when the situation might warrant reconsidera- 
tion of this decision. 


Iraq 


The ICA program in Iraq has been almost entirely technical cooperation, except 
for development assistance initiated under the Middle East resolution in fiscal 
year 1957 amounting to a program for about $1.4 million. The technical coopera- 
tion program has averaged slightly more than $2 million annually and will amount 
to $2.3 million for fiscal year 1957. Cumulative obligations through fiscal year 
1957 are estimated at $13.5 million and the pipeline of unexpended obligations 
at slightly less than $3 million. 

For fiscal year 1958 the proposed technical cooperation program of $2.8 million 
will provide United States technicians assigned to work with Iraqi development 
organizations and in many of the ministries, advising in the planning and imple- 
mentation of designated activities of the development effort. The development 
activities are financed by the Government of Iraq, except for the costs of United 
States technicians, participants, and small amounts of demonstration equipment. 
The number of United States employed and contract technicians on duty by the 
close of fiscal year 1957 will be 106; the program for fiscal year 1958 calls for 118. 
The more significant change, however, is the increase in Iraqi participants pro- 
gramed during the year from 112 in fiscal year 1957 to 179 in fiscal year 1958. 
Training of Iraqi personnel and strengthening the organization and procedural 
arrangements of the various development programs are common objectives to all 
programs on which United States personnel are engaged. Continuity of these 
elements is stressed so that eventually the programs may be carried forward by 
the Iraqis themselves. 

Technical assistance to Iraq has achieved benefits far in excess of its propor- 
tional monetary share in Iraqi development. A sound permanent, economic 
foundation is being laid through coordinated development of Iraq’s major matural 
resources of land, water, and petroleum. The United States contribution of 
technicians and advice at critical points in Iraqi planning and execution of this 
development program has greatly advanced execution of the 6-year plan. 


Israel 


United States aid to Israel under the mutual security program began in late 
1951 under legislation authorizing a program of relief and resettlement for refu- 
gees, for both Jewish immigrants and those Arabs who had fled to neighboring 
Arab States. Through fiscal year 1956 a total of $252.2 million in development 
assistance was obligated for the program in Israel. Programs have decreased in 
magnitude since fiscal year 1955; the amount programed in fiscal year 1957 for 
commodity imports is $25 million. Development assistance, supplementing Is- 
rael’s limited foreign exchange resources, has been used to purchase basic food- 
stuffs, POL, raw materials, and heavy equipment for the industry, agriculture, 
transportation, and communications fields especially. The counterpart gener- 
ated by these imports was used for internal development projects within the 
Israeli development budget. For the technical cooperation program, started in 
fiscal year 1952, a total of $4.4 million had been obligated through June 30, 1956. 
In fiscal year 1957 an additional $1,600,000 is programed and for fiscal year 1958 
$2 million. 

Cumulative expenditures through the end of fiscal year 1957 are estimated at 
$256 million, leaving a pipeline of unexpended obligations of $27.2 million com- 
pared with $19.1 million at the end of fiscal year 1956. This increase reflects the 
interruption to operations necessitated by the outbreak of hostilities in October. 
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It is expected that normal movement of programs will shortly result in lower net 
ipeline. 

"i The program in Israel has taken the form of a fully coordinated technical co- 
operation and development assistance program, worked out in cooperation with 
the Government of Israel. These coordinated joint operations have touched vir- 
tually every phase of Israeli life: agriculture, fisheries, and forestry ; commerce 
and industry; national financial mangement; public health and sanitation ; edu- 
eation and vocational training; transportation and communications; survey, de- 
velopment, and use of natural resources, including metallic minerals, water, and 
power; housing; and manpower and labor. 

The disruption of ordinary operations in fiscal year 1957, which necessitated 
evacuation of United States personnel to safehaven in other countries makes the 
fiscal year 1957 personnel figures a less appropriate base for comparison than in 
some other countries. By the end of fiscal year 1958 it is projected that the num- 
ber of United States employed and contract technicians on duty, a total of 62, 
will have been restored to approximately the same level as in fiscal year 1956, 
A total of 85 participants is projected for fiscal year 1958. The technical coop- 
eration program currently receives the zealous support of Israeli officials and 
technicians. 

Past United States assistance has helped Israel to rehabilitate its economy, 
purchase needed materials and supplies for development purposes, and provide 
imports required for consumption. The rise in gross national product from $818 
million in 1951 to $1,101 million in 1956 reflects the impact of this assistance in 
conjunction with Israel’s vigorous and wise development of its total human and 
material resources. Israel has made every effort to help itself and to use outside 
assistance wisely. Though there is not yet any formal overall plan for economic 
development which (@) balances and coordinates developments in various fields ; 
(b) takes cognizance of the totality of resources, and (c) established priorities, 
there is an active pursuit of development objectives. Israel may find it appro- 
priate to present some of these programs to the proposed development loan fund 
for consideration. 


Jordan 


From April 1951 when the first United States-Jordanian Technical Coopera- 
tion Agreement was signed through fiscal year 1956, cumulative obligations 
totaled $14.5 million. Under the Economic Assistance (Development Assistance) 
Agreement signed in June 1954, cumulative obligations amounted to $18.2 mil- 
lion through fiscal year 1956. These bilateral agreements provided for contribu- 
tions from both governments and for operations to be carried out by individual 
cooperative services under appropriate ministries. By June 30, 1957, cumulative 
expenditures on both these programs totaled $22.3 million. In fiscal year 1957 
a total of $1.2 million was programed for technical cooperation ; $10 million of 
development assistance was granted in April to meet needs for initial budget 
support following on the crisis in Jordan and an additional $10 million was re- 
quired for this purpose before the end of the fiscal year. The interruption to 
normal operations due to disturbed conditions in the area and the necessary shift 
in program plans and in phasing are reflected in the projected increase in the 
pipeline of unexpended obligations estimated for June 30,1957. It is anticipated, 
however, that the pattern of expenditures required to meet current conditions 
will shortly offset this. 

Under the Anglo-Jordanian treaty, terminated this spring, the United Kingdom 
made available annually to Jordan about $35 million, used chiefly to maintain 
the Jordanian army, although a small portion (3 to 5 million dollars annually) 
was available for economic development. These British contributions repre- 
sented approximately 60 percent of the total revenue of the Jordanian Govern- 
ment. In January 1957, under the Arab Solidarity Agreement, Egypt, Syria, 
and Saudi Arabia agreed to contribute to Jordan $35 million in lieu of the British 
subsidy. Saudi Arabia has been making payments on its commitment, and re- 
cently Iraq has extended assistance. Internal conditions have improved since the 
restoration of order after the cabinet crises of April 1957, but for the future 
Jordan is still faced with acute and unresolved financial problems in meeting 
essential domestic expenditures beyond its own revenue capacity. Those prob- 
lems are aggravated by the presence in Jordan of over 500,000 Arab refugees 
(equivalent to one-third of the total Jordanian population), who have no means 
of support other than United Nations relief and the small amount of work they 
can obtain from the local resident population. Jordan, thus, urgently needs to 
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expend its economic base; for this it is dependent very largely upon external 
financial and technical aid. 

Technical cooperation has brought material benefit to Jordan through pro- 
grams in agriculture, small industry, health, and education. Agricultural re- 
search, extension, and credit projects were partially responsible for a striking 
increase in such agricultural exports as tomatoes. Technical advice and loan 
assistance to selected industries, including tourism, and various surveys have 
helped to establish new companies for exploiting the limited natural resources 
and for modernizing existing industries. For fiscal year 1958, a program of 
$2.2 million is proposed to continue activities in the same sectors. Develop- 
ment assistance has concentrated on road construction and the development of 
water resources. United States aid contributed approximately $7 million to 
the 292 kilometer road construction program in east and west Jordan, which 
has employed about 7,000 to 10,000 Jordanians, mostly refugees. These roads 
by providing cheaper transportation and helping farmers to bring their crops to 
the towns, bring basic benefit to the Jordanian economy. 

As a result of the outbreak of hostilities in Egypt, American personnel in 
Jordan were evacuated to safe havens in other countries and operations were 
generally interrupted. At the end of fiscal year 1956 there were 70 United States 
employed and 13 contract technicians on duty and a total of 108 participants 
had been programed during the year. Staffing will be partly restored by the 
end of fiscal year 1957 and a total of 65 United States employed and 14 contract 
technicians is projected for the end of fiscal year 1958. The proposed program 
would also cover 50 participants during the year. 


Lebanon 


The total aid program for Lebanon, including estimated obligations through 
fiscal year 1957, totals approximately $35 million. For the long range technical 
cooperation program approximately $2 million has been programed each fiscal 
year since 1952 and $2.1 million is proposed for fiscal year 1958. The develop- 
ment assistance program amounted to $5.5 million in fiscal year 1956 and $10 
million in fiscal year 1957. Cumulative expenditures on total programs through 
June 30, 1957, are estimated at $19.9 million, leaving a pipeline of unexpended 
obligations of $15.3 million. This increase as compared with $9.5 million at 
the end of fiscal year 1956 reflects the particular character and phasing of the 
fiscal year 1957 program. 

The fiscal year 1957 program of $10 million was extended as commodity type 
assistance. Under the terms of a bilateral agreement concluded in April 1957, 
the United States aid is financing the import of such commodities as copper 
wire, reinforcing steel, pipes, pumps, asphalt, and transformers for the Lebanon 
development program; the local currency counterpart deposits equivalent to $10 
million agreed to by the Government of Lebanon will be used for mutually agreed 
upon development projects including road development and construction, village 
water supply, power transmission, airport construction, low cost housing and slum 
clearance, and small irrigation projects. These same development areas are in- 
cluded within the fiscal year 1957 and proposed fiscal year 1958 technical coop- 
eration programs. Lebanon may also be interested in proposing projects in some 
of these fields to the development loan fund. 

The work of United States technicians has been effective and well received. 
At the end of fiscal year 1957 there will be a total of 82 United States employed 
and contract technicians on duty as compared with 64 the preceding year and 
a projected total of 67 for the end of fiscal year 1958. This change reflects 
phasing out of health and sanitation projects and concentration of the education 
program in an English language teaching project. It has been possible to 
increase the programing of participants and approximately twice aS many are 
projected for fiscal year 1958 as the 40 programed during fiscal year 1956. 
Saudi Arabia 


During the discussions on continued Saudi Arabian-United States cooperation 
and the extension of United States rights at Dhahran Airfield in the spring of 
1957, agreement was reached to grant development assistance to Saudi Arabia 
in fiscal year 1957 to assist in financing port expansion, civil air terminal facil- 
ities, an engineering survey of the old Hejaz Railroad, and a mapping survey. 
No additional technical assistance or special aid programs beyond these pro- 
posals are included in these fiscal year 1958 projections. 
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Regional projects 

Technical cooperation From the inception of technical cooperation activities 
in the Near East and south Asia, it has been apparent that there are some 
projects which are beneficial to both individual countries and the region as a 
whole and which can be implemented more economically on a regional basis than 
as individual country projects. Such projects have been carried out as regional 
activities, and have had the dual purpose of strengthening the bilateral programs 
and encouraging cooperation among countries of the region on common problems, 

Regional projects have produced tangible results and have been most notably 
successful in the field of technician training. Effective control of insect infesta- 
tions and successful range management to enable productive use of desert and 
semidesert areas are only two of the several kinds of technician training activity 
which have produced gratifying results. 

The largest and best known technical cooperation project in the regional 
grouping is the ICA contract with the American University of Beirut. Under 
this contract, participants from the countries of the region receive advanced 
training in technical fields which are vital to the growing economies of the states 
of the Near East and south Asia. 

The proposed regional technical cooperation program for fiscal year 1958 calls 
for $2.42 million. As in prior years, the largest element in the program is 
the contract with the American University of Beirut, approximately 58 percent 
of the total. Other significant continuing projects include training courses in 
range management, land utilization, insect control, irrigation practices, and com- 
munity development. 

The proposed $2.42 million fiscal year 1958 program is approximately $800,000 
below the fiscal year 1957 figure, primarily because fiscal year 1957 funds cover 
the costs of the American University of Beirut contract well into fiscal year 1958. 

Development assistance.—Late in fiscal year 1957, commitments were made 
under the Middle East resolution for the initiation of regional projects requested 
by the Baghdad Pact Economic Committee to aid in the establishment of com- 
munications, railway and highway links connecting the Turkey, Iran, Iraq, and 
Pakistan. United States participation in the financing of these projects 
amounted to some $12.6 million of fiscal year 1957 funds. The Baghdad Pact 
projects herald the fact that there exist in many parts of the area resources 
which can be developed only through a multilateral approach. No funds are 
requested for any such specific regional project in fiscal year 1958, although such 
projects would be acceptable for financing under the development loan fund if 
they met other eligibility criteria. 

Another fiscal year 1957 obligation, of an entirely different character and non- 
recurrent, arose in response to the need for prompt reopening of the Suez Canal 
after cessation of hostilities in Egypt. The United States made $5 million avail- 
able to the Secretary General of the United Nations for the support of clearances 
operations conducted by the U.N. 

As a consequence of large-scale operations late in the fiscal year, the pipeline of 
unexpended obligations as of June 30, 1957, will be large—nearly $15 million. 
The great bulk of this is tied to the Baghdad Pact projects, with smaller amounts 
in the university contract. 

Asian economic development fund.—Operations under the President’s fund for 
Asian economic development will be described in the presentation by the Office of 
Far Eastern Operations. However, it should be noted that two projects covered 
by this fund lie entirely within the Near East and south Asia area. 

During fiscal year 1957 a small amount was obligated to finance a survey of 
various segments of proposed regional transportation links between Afghanistan 
and Pakistan. Any further activity would depend on the nature of the survey 
recommendations and appropriate agreements among the countries involved. 
Similarly, $5 million was allotted for regional road links between Nepal and 
India. 

No new obligational authority is requested from the President’s fund for Asian 
economic development since the original appropriation had a 3-year duration 
which carries through fiscal year 1958. 


SOUTH ASIA 
Afghanistan 


In 1952, a technical cooperation program of assistance to Afghanistan was 
initiated under the mutual security program and $7.2 million was obligated 
through June 30, 1956. During this period Afghans were trained for work on 
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selected projects in their own development program in the fields of education, 
agriculture, engineering, transportation, public administration, public health, 
mining and rural development. American universities are helping the University 
of Kabul to establish an agricultural and engineering school and a vocational 
training school and to set up special teacher training courses. For fiscal year 
1957, obligations for the technical cooperation programs are estimated at $3 
million. A technical cooperation program of the same magnitude is proposed for 
fiscal year 1957 to continue the kinds of activities already initiated. 

In fiscal year 1956, a development assistance program of $15.3 million was 
initiated to help Afghanistan develop an internal air transportation system 
which, linked with international lines, would greatly improve Afghanistan’s 
transportation connections with the free world. In fiscal year 1957 development 
assistance of $11.4 million was made available. ‘These funds are being used 
chiefly to improve roads, to purchase trucks, to expand the university at Kabul, 
and to assist in development work in the Helmand Valley. 

In all, a total of $39.5 million will have been obligated under these programs 
through the end of fiscal year 1957 and cumulative expenditure is estimated at 
$12.8 million for June 30, 1957. The pipeline of unexpended obligations at June 
30, 1957, is thus estimated at $26.7 million, an increase of approximately $8 mil- 
lion during fiscal year 1957. The total reflects the recent date at which develop- 
ment assistance was initiated and the relatively short span for implementation 
which has lapsed since that time. Half the United States technical cooperation 
program has been concentrated on education and training, while additional 
assistance has been made available for Helmand Valley development and for 
transportation. Development of the Helmand Valley area was initiated by the 
Afghan Government about 20 years ago and some of the major dams and irriga- 
tion canals controlling the waterflow and use have been constructed. The mutual 
security program is helping Afghanistan to reclaim and develop lands which can 
now be irrigated. Progressive achievement in the modest cooperative-advisory 
type program maintained until recently by the United States in Afghanistan is 
represented by recent cooperation between Pakistan and Afghanistan toward 
planning a regional transit system, development of Afghan technician competence 
to keep reliable waterflow records of the Helmand River, establishment of the 
budgeting and organizational pattern for the Helmand Valley Authority, selection 
of English as the second official language, expansion in primary, secondary and 
vocational education, improvements in agricultural techniques and in the main- 
tenance of friendly and cooperative relations with Afghans in all walks of life. 

Personnel requirements for these programs have required an increase in num- 
bers on duty; as compared with the total of 77 of United States employed and 
contract technicians on duty at the end of fiscal year 1956 there are 137 estimated 
for June 30, 1957, and 184 projected for the end of fiscal year 1958. The major in- 
crease is in contract technicians and includes some funded through commitments 
undertaken with fiscal year 1956 funds. The projected 120 participants to be pro- 
gramed during fiscal year 1958 reflects a moderate decrease from the level of 
about 135 during the 2 preceding years. 

Afghanistan’s ambition for development outstrips its available manpower and 
material resources. The United States program has represented a_ selection 
from among various development undertakings desired by Afghanistan. In 
fiscal 1956 the Afghan Government planned about one-third of its budgeted ex- 
penditure for its special efforts to advance the pace of economic and social de- 
velopment. It has outlined objectives for a 5-year period of development and 
may consider some of these activities appropriate for consideration by the pro- 
posed development loan fund. 


Ceylon 


In fiscal year 1956 and fiscal year 1957 a total of $9 million development assist- 
ance and nearly $2 million technical cooperation was made available to Ceylon, 
making a total of $11 million obligated since the program was initiated. These 
funds have been used to finance imports of wheat, pay ocean freight, and support 
development and technical cooperation activities in transportation, health, agri- 
culture, and technical education. Estimated expenditures through the e:d of 
fiscal year 1957 are $4.4 million and the pipeline of unexpended obligations is $6.6 
million. Emphasis in the technical cooperation and development programs has 
followed that of the Ceylonese development program. Development programs 
in Ceylon have been limited not by lack of interest or will but by a shortage of 
capital and technical skills. By working to alleviate these shortages in key 
areas, the United States program has been designed to bring about a more effec- 
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tive and more rapid use of Ceylon’s resources. Personnel on duty has been in- 
creasing as the newly initiated technical cooperation and development assistance 
programs took shape and implementation got underway. By the end of fiscal 
year 1957 the number of United States employed and contract technicians on 
duty will have risen to 21; a further increase to 48 is projected for fiscal year 
1958. The number of participants programed can also be increased and 47 are 
projected for fiscal year 1958 compared with 29 programed during fiscal year 1957, 

The Government of Ceylon regularly devotes substantial sums to capital de- 
velopment and a heavy share of this activity is in sectors in which the United 
States program is concentrated. One indication of this coordination of effort is 
the fact that the Government of Ceylon has been devoting the equivalent of $20 
million, or almost one-third its annual capital outlay, to projects which are also 
receiving United States assistance. 

Effective steps for economic advancement, which is strongly desired by the 
electorate, are essential if the rate of investment and economic growth are to 
keep pace with the rapidly growing population. The Government of Ceylon has 
outlined the principal projects it believes are needed in the next several years, 
For some of these development needs it may wish to present applications to the 
proposed development loan fund. 


India 


Since the beginning of the mutual security program in India in 1952, the 
United States has made available almost $400 million under the technical coop- 
eration and development assistance programs. As India’s economy has grown, 
an increasing amount of the development assistance has been in the form of 
loans; including $40 million of loans from fiscal year 1957 programs, MSP loaus 
to India of dollars and local currency have thus reached $123 million. 

For fiscal year 1957, development assistance of $55 million and technical coop- 
eration of $10 million were programed. Cumulative expenditures on all pro- 
grams are estimated at approximately $273 million. Allowing for cumulative 
expenditures of almost $200 million through June 30, 1956 and estimated ex- 
penditures of approximately $73 million during fiscal year 1957, the pipeline of 
unexpended obligations for June 30, 1957, is estimated at approximately $126 
million. 

There are encouraging signs of India’s progress in dealing with its large seale 
economic problems. In the 5-year period ending 1956, gross national proauct 
increased by 18 percent, real per capita consumption by 7 percent. Agricultural 
production in 1956 stood at 20 percent above the 1935-39 volume. Industrial 
production had increased by about 40 percent during this period. 

Mutual security assistance has been directly coordinated with India’s own 
cevelopment program, its first and second 5-year plans of 1951-56 and 1956-61 
respectively. Development assistance has represented a relatively small but 
crucial contribution by providing scarce foreign exchange for imports of com- 
mudities and equipment (steel, engines, pumps, pipe, railway equipment, DDT, 
cte.) essential to those plans. The technical cooperation training and demon- 
stration programs have helped India to develop its own great national capabilities 
for ultimately carrying forward long-run development plans on a self-sustaining 
basis. 


Many ICA projects are connected in one way or another with economic and 
social development of rural India. 

The Indian community development program initiated in 1952 has been 
extended to 127.000 villages in which it is spreading a knowledge of better 
techniques in the fields of health, education, agriculture, and small industry, 
and bringing a better life to an estimated 82 million people. Direct support 
through MSP financing contributions has totaled almost $13 million but many 
other activities in health, industry, agriculture, and education also contributed 
to the effectiveness of this effort. The Indian national malaria program has 
received vital assistance from mutual security program financed DDT, sprayers, 
and jeeps: the incidence of the disease has been reduced by one-half. ICA has 
financed pipe and other materials for the national water supply and sanitation 
program, making possible construction of 3,000 tubewells and supplying casing 
pipe for an additional 2,000 wells. United States aid has also financed other 
programs in rural areas for agricultural extension, home science training, agri- 
eultural education and research institutions, projects in agricultural informa- 
tion, livestock, plants, irrigation and marketing. Five land-grant colleges (the 
Universities of Wisconsin, Tennessee, Illinois, Ohio State, and Kansas College 
of Agriculture) have contracted to carry on these activities. 
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India is attacking the educational deficiencies it recognizes on three fronts: 
Reorientation of the course material to fit the needs of the new India; training 
of teachers; and provision of school facilities. The educational system has 
already expanded and now covers 51 percent of the children in the 6 to 11 age 
group, 19 percent of those aged 11 to 14 and 9.5 percent of children from 14 to 
17. The goal of the Indian constitution is free compulsory education until age 
14, but it will probably not be met at least another 15 years. In the second 5-year 
plan the equivalent of $645 million is allocated by India for education. Most 
of the projected increase in Indian expenditure is for secondary schools, techni- 
eal and vocational training and universities, with elementary education being 
held at about the present level. The United States through college contracts 
under the technical cooperation program has helped on university education 
in the fields of agriculture and technical training. There is also a university 
team in India now, on an ICA-financed contract, advising the Government on 
the development of a secondary school program. 

During the first 5-year plan, the freight carried by Indian railways increased 
by about 31 percent. To keep pace with the growing economy, the railways 
have to carry an increasing load of the new goods and equipment the country 
needs. Mutual security financing of freight cars, locomotives, and rails ad- 
vanced modernization, and expansion of the railways. Under an ICA-financed 
contract, a team of American railway experts is surveying Indian tailways with 
a view to improving operations and relieving the pressure on the existing system. 

Implementation of the technical cooperation and development assistance pro- 
grams supporting the Indian effort has required increased numbers of American 
technicians since fiscal year 1956. At the end of fiscal year 1957 the number of 
United States employed and contract technicians on duty, a total of 220 reflects 
an increase of 41 compared with the end of fiscal year 1956; a total of 260 tech- 
nicians on duty is projected for the end of fiscal year 1958. During fiscal year 
1957 almost 200 Indian participants were programed under the technical coopera- 
tion program; for fiscal year 1958 the projected total proposed is 250. 

In addition to the mutual security program, sales of United States agricultural 
surplus commodities to India for payment in local currency under Public Law 
480 have afforded a significant addition to available supplies; they are assisting 
India to meet increasing domestic requirements for food and fibers. The flow 
of such imports is presently taking place pursuant to a major sales agreement 
signed in August 1956. 

India’s ability to maintain and strengthen its democratic independence and 
further the development of its free institutions is basic to United States interests 
in this area. The Indian Government believes that to this end it is necessary to 
raise the material and cultural standards of its nearly 400 million people. India 
is, therefore, engaged in a determined long-range effort to attack the crucial 
economic problems of population pressure, poverty, unemployment, ill health, 
and ignorance—problems which, in the minds of the people, demand tangible 
steps toward a solution if India is to maintain its stability and independence 
in the years ahead. These objectives have been systematically outlined so far 
in India’s two 5-year development plan papers. India’s own resources are not 
of themselves sufficient to assure the pace of development for the period ahead. 
In conformity with the conceptual changes in the mutual security program and 
the elimination of the category of development assistance, there is of course no 
such aid programed for fiscal year 1958 for Indian development needs. However, 
since India is well prepared to develop selective proposals for loans, it may be 
expected to make application for such consideration by the proposed new de- 
velopment loan fund. 


Nepal 


United States assistance to Nepal began in 1951 with a small group of agri- 
cultural, health, and mining technicians working with the new Government to 
establish a pattern of economic development. Today, the ICA program is or- 
ganized under Nepal-American cooperative service agreements through which 
United States technicians work with Nepalese officials to formulate and put into 
effect joint programs in agriculture, health, small industries, transportation and 
communications, power and education. 

Cumulative obligations for technical cooperation and development assistance, 
made available to Nepal from the beginning of the program to June 30, 1957, 
amount to an estimated $10.3 million, including the total fiscal year 1957 program 
of $4.6 million consisting of $1.3 million of technical cooperation and $3.3 million 
of development assistance. The proposed fiscal year 1958 technical cooperation 
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program of $1.4 million will emphasize industrial development, strengthening 
Nepalese educational facilities, and continuing village development programs in 
rural areas. Allowing for cumulative expenditures of $3.2 million through fiscal 
year 1956 and estimated expenditures of almost $1.8 million during fiscal year 
1957, the pipeline of unexpended obligations at June 30, 1957, is estimated at 
$5.4 miilion. 

In addition to these programs, an agreement for regional road development, to 
improve Nepalese communications with India, is being negotiated and early 
signature is anticipated. An allotment of $5 million from the President’s fund 
for Asian economic development under the mutual security program has been 
made to permit obligations for this purpose. 

Major obstacles to development in Nepal are the lack of internal and external 
roads and communications, lack of trained administrators and technicians, and 
endemic malaria in many areas. The projected Nepalese 5-year development 
plan gives top priority and assigns about one-third the total expenditure to 
transportation and communications. At present only one road, hardly more than 
a mountain trail, connects Katmandu with India. An inadequate narrow-gage 
railway runs for 29 miles north of the Indian frontier. A ropeway, built to 
carry freight from this railway over the rugged mountains into Katmandu, 
operates only sporadically. Transportation of goods is mainly over poor trails 
on the backs or porters. These conditions inhibit the growth of a feeling of 
national unity and effective Government administration in outlying areas, 
Economie growth is stunted by the high cost of exports and imports and by the 
lack of facilities to transport agricultural products from food deficit areas. 

The mutual security program has been able to provide technical help and 
development assistance for an improved internal road net and links with Indian 
communications; a new ropeway to carry goods from the railway across the 
chasms to Katmandu; a contract with the University of Oregon to help the 
Nepalese Ministry of Education improve training of primary- and secondary- 
school teachers and to start new schools in the villages; training health 
specialists and providing supporting technicians, sprayers, and diehldrin, for 
Nepal’s 5-year malaria eradication program. Along with projects to meet these 
major problems, United States-Nepal cooperative services in agriculture and 
industry are demonstrating particular techniques and conducting pilot projects 
which will be particularly important in the expanding economy which Nepal 
envisages. The United States-employed and contract technicians required to 
implement these programs will number 65 by the end of fiscal year 1957. A 
total of 50 on duty is proposed for the close of fiscal year 1958. The number 
of Nepalese participants programed at 50 during fiscal year 1957 has approxi- 
mately doubled compared with fiscal year 1956. For fiscal year 1958 a small 
additional increase to a total of 57 is projected. 

Pakistan 

After a rather small beginning with a technical cooperation program in fiscal 
year 1952, the mutual security program in Pakistan expanded to include large- 
scale defense support and assistance to economic development. From 1952 
through June 30, 1956, a total of $244 million of defense support and develop- 
ment and technical assistance was made available to Pakistan. Estimated total 
obligations for defense support, including $90 million programed for fiscal 
year 1957, are approximately $282 million and obligations for technical coopera- 
tion, including $6 million estimated through June 30, 1957, for fiscal year 1957, 
total approximately $53 million. 

The defense support program, as previously defined, included aid to particular 
projects and financed the import of essential capital goods and consumer goods 
to support the economy, the resale of which generated local currency. Most 
of these defense support funds have been utilized for the import of commodities, 
including construction, mining and conveying equipment, engines and turbines, 
machine tools, industrial machinery, motor vehicles, agricultural equipment, 
iron and steel, nonferrous metals, rubber, chemicals, sugar, and wheat. 

Approximately $74 million (or 37 percent) of combined technical cooperation 
and defense support funds in fiscal years 1956 and 1957 was obligated for project 
assistance. This included support for agriculture such as extension work, irri- 
gation systems, soil conservation, fisheries and forestry development; engineering 
services for industrial projects; improvements for highways, airlines, and the 
railways; health and sanitation projects and education and community develop. 
ment. Some of the more important individual projects which have received 
support are the following: 
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Karnafuli multipurpose project, to help control floods, provide irrigation and 
drainage, improve navigation, and provide power for east Pakistan; Taunsa 
Barrage, a diversion dam, across the Indus River to control irrigation water 
supply; a fertilizer factory, started in 1952, for essential fertilizer production 
for west Pakistan; an intercollege exchange project between 5 Pakistani and 6 
American colleges (State College of Washington, Texas A. and M., Colorado 
A. and M., University of Pennsylvania, New Mexico A. and M., and Indiana 
University) in which ICA has cooperated since 1953. 

Local institutions have blossomed under the leadership of village agricultural 
and industrial development programs: Approximately 6,400 villages with a pop- 
ulation of about 3,962,000 are now receiving assistance from village AID work- 
ers. Even in new areas the amount of community effort that can be organized 
almost immediately—effort to build roads, new schools, etc.—is impressive. The 
village AID program has not yet evolved to its final form, but it has gone far 
enough to show that self-help is a workable and fruitful approach in Pakistan. 

Cumulative expenditures against obligations for defense support and technical 
cooperation amounted to almost $126 million at the end of fiscal year 1956. 
Allowing for estimated expenditure of more than $71 million on both accounts 
during fiscal year 1957, there would be an estimated pipeline of unexpended 
obligations of $131.5 million in defense support and $11.6 million of technical 
cooperation at the end of this fiscal year. This reflects an increase in defense 
support pipeline stemming in part from the obligations pattern entailed in meet- 
ing special conditions prevailing in the general area of the Middle East during 
the year, and a decrease in the outstanding pipeline for technical cooperation. 

Through 1956 Pakistan and the United States shared about equally in support- 
ing projects for which ICA extended mutual security support : The United States 
contributed $110,100,000 and the Government of Pakistan $111,787,000 in rupees 
for a total cost of $221.9 million. Since this statement is limited to specific 
projects with which ICA has been associated, it understates the real level of 
Pakistan’s interest in and contribution to its own development. Total public 
investment in Pakistan from 1952 through 1955 approximates the equivalent of 
about $1 billion. It is these figures which must be considered as the measure of 
Pakistan’s effort to raise the whole economic level of the country, rather than 
the amounts of contributions assigned to the specific ventures which are best 
suited for American assistance in the form of project aid. 

United States aid programs have been a major factor in averting economic 
collapse and in assisting the Government of Pakistan to move ahead with pro- 
grams for economic development and the strengthening of its military forces. 
The special emergency food aid authorized by Congress in July 1953, under 
which the United States supplied more than 600,000 tons of wheat, prevented 
starvation in Pakistan. Similarly, Public Law 480 programs have eased Paki- 
stan’s difficulties over the shortage of food grains following various floods and 
droughts in later years. In addition, our economic aid programs have greatly 
encouraged Pakistan to pursue more effectively its goal of achieving economic 
adequacy. United States military and defense support aid has strengthened 
Pakistan’s armed services, the major single stabilizing force in the country, and 
encouraged Pakistan to participate in collective defense arrangements. 

The proposed fiscal year 1958 technical cooperation program of $8 million 
would help Pakistan further to develop the skills essential for planning and 
implementation of the level of development required to resolve some of Paki- 
stan’s current economic problems. It includes proposed projects to provide 
necessary engineering services for development activities, to improve agricul- 
tural production, to foster self-help techniques for rural community development 
and to strengthen educational programs important for continued development. 

The level of defense support proposed for fiscal year 1958 reflects the more 
restrictive definition implicit in the changed approach under the mutual security 
program. It assumes that production developments in Pakistan during the year 
will be favorable and relies on the availability of surplus agricultural commodi- 
ties under Public Law 480 to offset any food shortages which might otherwise 
cause a diversion of foreign exchange from other economic activities. The level 
proposed is the minimum that can be considered feasible in view of United States 
objectives in Pakistan under the mutual security program. 

Personnel requirements under the defense support and technical cooperation 
programs have resulted in an increase in United States employed and contract 
technicians on duty from 231 at the end of fiscal year 1956 to an estimated 280 
at the end of fiscal year 1957. Proposed programs for fiscal year 1958 call for a 
further increase to 320 such technicians. The programing of Pakistani partici- 








326 MUTUAL SECURITY APPROPRIATIONS, 1958 


pants during fiscal year 1957, totaling 270, reflected a substantial increase as 
compared with fiscal year 1956. With the development of local institutions under 
the existing college contracts, more training can now be given effectively in Pak- 
istan and the participant programs will be able to concentrate to a greater degree 
on leader groups. The proposed number of participants to be programed during 
fiscal year 1958 under the technical cooperation program is 163. 

Over and above the strict requirements of defense support, Pakistan is in 
urgent need of resources and skills sufficient to permit a rate of growth adequate 
not only to keep pace with the growing population but to permit an increasing 
degree of self-support. The ultimate goal is self-sustained development permitting 
an increasing standard of living. The Government of Pakistan has outlined 4 
5-year draft program for economic growth intended to develop natural resources, 
to approach a greater degree of adequacy in meeting annual food requirements, 
and to extend basic utilities as a foundation for further growth. To date, 2 
years of the originally projected development period have gone by without 
achievement of the expenditure levels envisaged. Nevertheless these outlines 
and the various projects they involve, cover the main areas of urgent develop- 
ment need. In order to achieve the levels of development desired Pakistan would 
have to have access to additional resources in foreign exchange. These levels of 
additional development cannot be supported on the proposed defense assistance 
projected for fiscal year 1958. It appears reasonable to assume, however, that 
Pakistan would be in a position to make proposals for consideration by the devel- 
opment loan fund to meet its additional development requirements. 


DEVELOPMENT LOAN FUND 


Mr. Burns. You want me now to speak a bit about the pipeline? 

Chairman Haypen. Yes. 

Senator Satronstatu. There are two things here, as I see it, to give 
you a hint: One is the pipeline and two is the development loan fund. 

Mr. Burns. If I may, Mr. Chairman, I will take the development 
loan fund first. It is assumed here that the countries of this area 
would be entitled to make application for loans from the develop- 
ment loan fund for projects which meet the criteria of the loan fund. 
Those criteria are, one, the project must really contribute to the econ- 
omy of the country. 

Secondly, it must be technically feasible in the judgment of the 
United States. 

And thirdly, the country must have tried alternative sources of 
finance to carry ahead that project. 

And if the country should meet all those criteria and the United 
States should so decide, they might get a loan for a specific project 
or proposal. 

Senator Sauronstatu. Do you think there are many opportunities 
in the area in which you are interested to meet those criteria ? 


LOCATION OF PROJECTS ELIGIBLE UNDER FUND CRITERIA 


Mr. Burns. Yes: we have a feeling that there are a number of 
projects that are sufficiently far engineered that they might meet those 
criteria. 

Senator Sauronsrat. In spite of the political differences existing 
in the area ? 

Mr. Burns. Depending on which country. I am speaking of the 
area, from Turkey, Greece, all the way across to India and to Pakistan. 

Speaking for that whole area, we think there are projects where 
they might be declared to be eligible for loans, specific projects that 
would meet those criteria. It would vary a good deal from country 
to country, of course. 


MUTUAL SECURITY APPROPRIATIONS, 1958 O27 


I would hesitate to say that in any one country that that particular 
country would be able to come up with a good project, but speaking 
for the whole area, we have a feeling that they would. 

Senator Extenper. Speaking of countries in that area, has any 
effort been made to let Syria have money on a loan basis? 

( Discussion off the record.) 


ESTIMATE OF AMOUNT IN PIPELINE 


Mr. Burns. I have no more to say about the development loan fund 
particularly. But on the pipeline, the only comment I would make 
there is that we think that the pipeline will go down in the next year. 

Our estimate of the pipeline for the whole Near East area as con- 
tained in the documents you have is about $602 million as of June 30, 
1957. Since the total amount of illustratively programed aid actually 
proposed for fiscal 1958 is substantially less than the total actually 
programed for last year, we think the pipeline is likely to go down in 
the next 12 months. 

Senator ELLENpER. You say the pipeline is going down ¢ 

Mr. Burns. That is our forecast. 


COUNTRIES INVOLVED 


Senator ELLENDER. Do you have a breakdown by country ? 

Mr. Burns. Yes, sir; the biggest ones are Pakistan, India, Turkey, 
and Iran. 

Senator ELLENpER. What is that due to? Inability to get the goods 
there? 

Mr. Burns. If a county is building a dam, they hire an engineering 
concern, very often an American concern, to advise them on it. Then 
they place the orders for the equipment and the lead time on the filling 
of these specialized equipment orders is a long time, and then, it takes 
a considerable time to ship it to the country. So that, in those far 
countries that are distant from here, the pipelines in most of them 
tend to reflect such supply problems. Nepal, for example, is even more 
remote so the pipeline there is likely to be much greater than it might 
be in nearby countries like Europe, particularly where the project is 
one that involves specialized equipment which takes an American com- 
pany a considerable time to build and then to ship over. Commodity 
import programs must also take into account time in transit and ade- 
quate planning to prevent interruption of the movement of supplies at 
a later time. 

ERECTION OF STEEL MILL IN INDIA 


Senator Ex.enper. Can you tell us what the situation is in respect 
to the erection of the steel mill in India ? 

Mr. Burns. That is the Russian mill, you mean ? 

Senator Ettenper. No, ours. There are four going up there; the 
German, the American, the Russian, and the British. 

Mr. Burns. Of the steel mills going up in India, one of them is being 
built by the Indians with German assistance. Then there is this big 
Russian steel mill. And then another one by the British Government, 
partly British Government and partly privately financed. 
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I do not have any record here of any American assistance to build 
a steel mill in India. 

Senator ELttenper. I was informed that there was one being erected. 
Perhaps, it is being financed with private capital. 

Mr. Burns. My associate here mentions that the International Bank 
has made a loan toa private steel mill, the Tata firm. 

As I understand it, that mill is going along fine. These others, 
however, are still in the process of construction, these three big ones 
on Government account. According to our records, there are only 
these three big steel mills in that group. 

Chairman Haypren. Does that complete your statement ? 

Mr. Borns. Yes, sir. 

Chairman Haypen. We have two more witnesses to be heard. 

Mr. Van Dyke? 

Mr. Van Dyxe. Mr. Chairman, I have a statement here which I am 
prepared to read into the record or insert in the record, as you see fit, 
or I can read parts of it. 

Chairman Haypen. It is not very long. Maybe you can read it. 


BIRTH OF NEW POLITICAL AND ECONOMIC LIFE IN AFRICA 


Mr. Van Dyxe. All of us know that new political and economic life 
is being born in Africa. A growing volume of articles, books, and re- 
pose by various institutions and by interested Members of Congress 

ave pointed up the significance of this and its importance for the 
United States. 

Recent visits to Africa by distinguished Americans have given fur- 
ther emphasis to United States interests in developments there. 

The leaders of Africa are confronted by formidable tasks. They 
must begin to provide opportunities for the better life about which 
their people are increasingly aware. 

If African countries are to achieve a rate of economic growth that 
will permit the maintenance of political stability and the steady 
growth of free institutions, outside capital, and technical advice must 
be forthcoming. The security and prosperity of America will be en- 
hanced through seeing that the African peoples get this kind of help. 

Aid requirements: Consequently, we propose to expand mutual se- 
curity programs in Africa in fiscal year 1958. 


ECONOMIC PROGRAMS IN AFRICA 


Before fiscal year 1957, our economic programs in Africa were con- 
fined almost entirely to a very modest measure of technical coopera- 
tion. The left-hand chart on page 173 of your presentation book on 
Near East, south Asia, and Africa shows proposed fiscal year 1958 
programs in Africa of $49 million, compared to an estimated $58 mil- 
lion in fiscal year 1957, and $13 million in fiscal year 1956. 

The apparent reduction in fiscal year 1958 is explained by the ab- 
sence of any estimates for development-type assistance, which would 
take the form of loans from the proposed development fund. 

We anticipate that Africa’s requests on this fund might possibly 
reach up to $100 million in fiscal year 1958. The actual amount of 
loans that would be made and their distribution depends, however, 
on a number of factors that are presently uncertain. 
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The mutual] security programs proposed for fiscal year 1958, though 
expanding, are relatively small when seen against Africa’s develop- 
ment potential. There are, however, other important, even though 
limited, sources of outside capital and know-how potentially available 
to African countries; private investors, international lending and tech- 
nical assistance institutions, and other governments. 

Bearing in mind all sources of outside help, we propose at this stage 
to use mutual security funds sparingly, as a catalyst. where conditions 
are suitable for the advancement of the wide range of interests that 
we share with the peoples of Africa, and where alternative sources of 
help are not adequate. Our African programs will be designed to en- 
courage increased self-help, as well as greater help from other outside 
sources. 

Program plans for fiscal year 1958: Defense support assistance 
proposed for Morocco, Libya, and Ethiopia would be used to help 
create economic and political conditions conducive to effective United 
States utilization of defense facilities in those countries. 


SPECIAL ASSISTANCE FOR TUNISIA AND SOMALIA 


Special assistance is programed for Tunisia and Somalia. The pur- 
pose and use are both economic, as explained in your presentation 
books. 

More than 75 percent of the defense support and special assistance 
funds would be used for commodity imports, of which over one-third 
would be surplus agricultural commodities. The rest of the aid dollars 
would be used to purchase equipment and supplies for economic devel- 
opment projects. The latter would be primarily in industry, agricul- 
ture, health, and education. 

The local currency proceeds of the general commodity imports would 
be used for projects in these same activity areas, but including some 
road and harbor projects as well. 

Page 174 of your presentation book shows the $11.7 million pro- 
posed for the technical cooperation program for fiscal year 1958, com- 
pared to an estimated $9 million in fiscal year 1957 and $7.8 million 
in fiscal year 1956. The proposed increase in fiscal year 1958 is largely 
accounted for by the development of new programs in Ghana, Morocco, 
and Tunisia, where bilateral aid agreements establishing the condi- 
tions for technical cooperation were recently concluded. 

$8.3 million out of the $11.7 million total technical cooperation 
funds would finance services of United States agriculturalists, public 
health technicians, teachers, education specialists, and specialists in 
resources development, and also contracts under which United States 
universities would assist in strengthening educational institutions in 
Ethiopia and Liberia, and possibly Ghana, Tunisia, and Morocco. 
About $1 million would be used to finance special training in the 
United States for selected Africans, primarily in education, agricul- 
ture, public administration, and public health. The remainder is for 


supplies and equipment, contributions to cooperative services, and 
other costs. 


DEFENSE ASSISTANCE FOR MOROCCO AND LIBYA 


Senator SauronstaLy. With respect to the paragraph, “Program 
plans for fiscal year 1958,” it was brought out by Senator Ellender 
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to Mr. Burns that the great bulk of defense assistance, I think 
some ———— goes into Morocco and Libya. 

What you say here is that the great bulk of that $30 million is in 
food or comes from the agricultural program. In substance, if we 
have to argue on defense assistance for those countries, what it means 
is that we are trying to feed them better so as to keep them a little 
happier and keep them turned towards us while our bases are there. 

Mr. Van Dyke. We are trying to help create an environment which 
will permit us to have effective use of these very important defense 
facilities. 

Senator SAuronsTaLL. So it comes really to feeding them better, 
giving them better opportunity for more food and little more hap- 
piness. 

Mr. Van Dyke. That is correct. 

Senator Satronstauy. Rather than building up any special project. 

Mr. Van Dyke. Some of this money will be used for machinery 
and equipment which will undoubtedly go into development projects 
of one sort or another. 

Senator Sauronsratu. Now, our new leases are strictly a military 
project done by the Air Force, State, or the Navy? 

Admiral Brrern. It is an Air Force project, but it is under the 
guidance of the State Department. 

Senator Satronsrauu. It is under the guidance of the State Depart- 
ment, but who signs the lease ? 

Admiral Berern. The State Department makes the negotiations, 
but we participate. 

Senator SatronsraLu. Strictly none of this defense support money 
will go actually into making those leases, will it ? 

Mr. Patmer. It will not asa direct quid pro quo. 

Senator Sarronsra.y. It will what? 

Mr. Pater. It will not as a direct quid pro quo. 

Senator Savronstauu. That is what I mean. 


BASE AGREEMENT BETWEEN U. 8. AND MOROCCO 


Mr. Patmer. What we are moving toward is a direct base agree- 
ment between the United States and Morocco which will cover the 
general use of these bases. 

Senator Sartonsrauu. To afford the climate, that is what this de- 
fense support is. That is the general theory of this defense support; 
is it not? 

Mr. Van Dyke. Exactly, Senator Saltonstall. 

Senator SauronstauL. Thank you. That is what I wanted to find 
out. 

Senator Exienver. Mr. Van Dyke, I notice that you are requesting 

for Tunisia. What isthe category of this assistance ? 

Mr. Van Dyke. That is the category entitled “Special Assistance.” 

Senator Exienper. Will that be provided out of the $200 million 
we made available to the President last year? 

Mr. Van Dyke. No, sir. This is in the new appropriation request. 

Senator Exrenper. The new appropriation ? 

Mr. Van Dyke. Yes, sir. 
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SPECIAL ASSISTANCE FUND 


Senator ExLenver. What is the size of that special fund? Do you 
know ? 

Mr. Murreny. I had better answer that. 

Under section 400 of the act, the President requested a fund of $300 
million, a hundred million of ‘which was programed for special pur- 
poses and $200 million which was for contingencies. 

Senator ELLenprr. So this ——— will come out of the $100 million 
provided last year? 

Mr. Murpny. That is correct. That is part of the program of $100 
million. 

Senator Exienper. In fact, all amounts to the right on page 163 
will come out of that special $100 million program 4 

Mr. Murpny. Yes. 

Senator Exvtenper. Thank you. 


INCREASES IN PERSONNEL 


Mr. Van Dyke. Demonstration and training by its very nature 
largely involves people rather than commodities. Thus in Africa the 
ratio of personnel to total program costs is relatively high, as is always 
the case where technical cooperation is a large portion of a mutual 
security program. 

The United States can make a most important contribution to eco- 
nomic development in Africa by helping to overcome scarcity of tech- 
nical and administrative skills. This type of assistance is badly 
wanted and needed by the African peoples. 

Consequently, we are proposing to expand the personnel involved in 
the training and demonstration programs, despite the many problems 
involved in recruiting suitable technicians. 

The number of United States employed technicians on duty on — 
30 of each year is expected to increase from 195 in 1956 to 321 in 19 
and 417 in 1958; contract technicians on duty are expected to increase 
from 66 to 90 to 146 by the end of fiscal year 1958. 

Overseas training of African participants is expected to cover 227 
persons in fiscal year 1958, compared to an estimated 106 in fiscal year 
1957 and 66 in fiscal year 1956. 


EXPANSION OF PIPELINE 


Estimated obligations unexpended on June 30, 1957, for all economic 
assistance programs in Africa are relatively low—44 million, or 
about 9 months’ program at the fiscal year 1957 obligation rate. 

As African programs expand, the pipeline must oradually become 
larger. Like any productive enterprise, we need to fill our pipeline of 
work in progress in order to give a steady flow to our operations, and 
the pipeline must grow to keep pace with the level of operations. 

We expect the total pipeline of defense rere special assistance 
and technical cooper ation to grow from about $13 million on June 30, 
1957, to about $26 million on June 30, 1958, stacking the increase in 
obligations for these programs from an estimated $8 million in fiscal 
year 1956, to an estimated $15 million in fiscal year 1957, to $49 million 
in fiscal year 1958. 
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Most of the June 30, 1957, development assistance pipeline should be 
expended by the end of fiscal year 1958. It isnot possible to predict at 
this time how much pipeline of unexpended development loan fund 
obligations will have been built up in its place. 


DEVELOPMENT LOAN FUND 


The amount of loans in Africa that can be anticipated for fiscal year 
1958 if the proposed development loan fund is established depends on 
the now uncertain volume and quality of requests, on the total money 
available in the fund, and on the time required to establish the neces- 
sary mechanics for preparing and processing applications. Very 
rough estimates of African requirements for development loans of a 
type likely to be eligible for development loan financing suggest total 
requirements up to $100 million in fiscal year 1958. 

This level might grow to something like $100 million to $200 million 
per year in 2 or 3 years thereafter. 

We would not wish to earmark at this time specific sums for specific 
countries or projects, prior to a full review of each proposal. 

On the basis of our knowledge of Africa’s economic requirements 
and of development projects already planned or underway in the vari- 
ous countries, however, we can anticipate the types of activities that 
are likely to be financed from the development loan fund in Africa in 
the next few years. 


TRANSPORTATION, COMMUNICATIONS, AND POWER PROJECTS 


Projects providing primary transportation, communications, and 
power facilities needed to expand the market economy and connect 
isolated markets would certainly be a major financing area. Such 
projects would multiply the opportunities for private economic activ- 
ity and investment by local and foreign sources. 

‘In most of Africa, economic growth and private investment are at 
present inhibited by the lack of adequate roads, railroads, ports, and 
communication facilities to connect producers to markets, and by the 
lack of power and water control installations. Proposals exist for 
projects to improve these basic facilities in all of the Afric -an countries, 
and some projects are already underway. 

However, more rapid progress is needed if adequate economic 
growth is to be achieved. The availability of financing, particularly 
for some of the foreign exchange costs, will be a crucial factor in deter- 
mining the rate of advance. 

We shall also need to encourage the production of consumer goods, 
and commodities that can be exported in exchange for consumer goods, 
simultaneously with the development of the basic industrial fac ilities, 
in order to absorb the inflationary and balance-of-payments pressures 
generated by the basic investment expenditures. Failure to do this 
would not only have unhealthy economic effects, but it would tend to 
create political unrest and to force resort to unpalatable economic and 
political controls to contain the pressures. 

To encourage private enterprise, the African governments may wish 
to make direct loans to producers in some circumstances, but prin- 
cipally, we would prefer to use the development loan fund for the 
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establishment of industrial, agricultural and commercial lending insti- 
tutions in the various African countries. 

We expect that this technique of financing local development banks 
or funds will prove administratively and politically more effective 
than direct loans, particularly to encourage small and medium size 
enterprise privately owned by individual Africans. 

In the interest of United States security and prosperity, we must do 
our best to help assure steady economic growth in Africa that is in 
keeping with democratic ideas and institutions. That is the goal of 
the programs before you. 

Chairman Haypen. Thank you for your statement. 


AGRICULTURAL SCHOOL IN ETHIOPIA 


Senator ELttenper. What progress is being made with the erection 
of that college in Ethiopia ? 

Mr. Van Dyke. The agricultural and mechanical college ? 

Senator ELLeNnper. Yes. 

Mr. Van Dyke. I visited that last fall. 

Senator Ettenver. I did, too, 3 years ago. 

Mr. Van Dyxe. I heard about your visit, sir. 

Senator Etinenper. What progress has been made there ? 

Mr. Van Dyke. It is a going institution and very successful, in 
my opinion. 

Senator Ettenprer. Have you always been giving defense support 
to Ethiopia? 

Mr. Van Dyke. During fiscal year 1957 we did give defense support 
to Ethiopia. 

Senator E,ienper. Is that when you started it ? 

Mr. Van Dyke. That was the first year. 

Senator E.ienper. Is it being used in the same manner as in other 
countries to whom you furnish defense support, that is, is it economic 
aid? 

Mr. Van Dyker. Yes, sir. 


PROGRESS IN LIBERTA 


Senator E.tenper. Are you making any progress in Liberia? I 
notice you are increasing the technical support. Yet when I was there 
3 or 4 years ago, there were 91 American employees running over 
each other. 

Mr. Van Dyke. In June 1957, we had a total of 85 Americans au- 
thorized, 75 of which were technicians, but only 42 positions were 
actually filled on June 30. 

Senator ELutenper. You had 91 in 1955 when I was there. 

Mr. Van Dyke. Yes, sir. 

Senator Ettenper. Dr. Davis, president of the University of West 
Virginia, was the head of your mission in Liberia. Is he still there? 

Mr. Van Dyke. No, sir; we have a man from Detroit now, George 
Reed. 


Senator ELtitenper. What progress is being made at the moment / 
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BOOKER WASHINGTON INSTITUTE NEAR MONROVIA 


Mr. Van Dyker. I think the institution in which we have the pri- 
mary interest, that is the Booker Washington Institute, a few miles 
outside of Monrovia, has made enormous strides in the last 3 years. 
New buildings have gone up, enrollment is up, and a great deal of 
interest has been shown by the Liberian Government. 

(The following statement was submitted :) 


The 3-year contract, signed on December 20, 1954, between ICA/W and Prairie 
View A. and M. College of Texas, which has now been extended to 4 years, has 
as its objective the development of Booker Washington Institute into a top 
grade vocational training institution. The contract aims to develop Liberian 
teachers at Booker Washington Institute who will provide vocational and tech- 
nical training designed to insure the long-range economic development of Liberia 
by preparing young men and women for work in the building trades, independent 
businesses and industries, the Government, and as craftsmen. 

Since the inception of the contract in December of 1954, the Liberian Govern- 
ment has contributed more than $313,000 to this project and has pledged an 
additional $371,000 for this year. Liberian funds have been used to provide 
residences for American technicians, a number of new classroom buildings, two 
new dormitories, an infirmary, and for general administrative purposes. Much 
of this building was done under the supervision of the American technicians using 
students in on-the-job training. 

Sixteen American technicians have been recruited and 13 are on the payroll. 
These American technicians are concentrating in the fields of building construc- 
tion, metal trades, handicraft, agriculture, and clerical and secretarial sciences 
At present, 19 Liberians are on the Booker Washington Institute faculty with 
plans to increase this number as the student body expands. Eventually 23 techni- 
cians will be employed at Booker Washington Institute. 

Student enrollment which stood at 150 students in 1954 is steadily increasing 
and is expected to reach 600 in the next few years. 

The increasing interest of American and foreign investors in Liberia since the 
end of World War II has pointed up the shortage and in many cases the com- 
plete absence of skilled and semiskilled technicians, 

American investors have shown a keen interest in the success of this project 
by providing guidance and encouragement. A number of American firms in 
Liberia make it a continuing practice to pick young men from among their local 
employees and give them scholarships to Booker Washington Institute. They 
have also indicated a desire to hire graduates from Booker Washington Institute 
and to date all graduates have found positions in the Liberian economy. 


Senator ELtenper. When I was there, I noticed that very few of the 
natives were following the instructions of our technicians. Asa matter 
of fact, I spent 2 or 3 days in the jungles, and could not find where any 
of the natives were ‘only ing what they had learned. 

What are the conditions now ? 

Mr. Van Dyker. It is reported to us that last year food production in 
Liberia was increased 10 percent. 

Senator Ettenper. Was that by teaching them how to grow better 
indigenous crops or did they try to introduce new cr ops? 

Mr. Van Dyke. On that point you would have to get an agricultural 
expert, which I am not. 

Senator E.tenver. I hope to get back there sometittie and see what 
they did in 5 years with expenditures of about $2 million a year. 

Mr. Van Dyke. As you know, Senator, they are starting at an ex- 
ceedingly low level. 

Senator ELtenper. Do not tell me about it; I know. 
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Mr. Van Dyxe. It takes many years of developmental work with 


these people to get them to adopt some of the better ways of doing 
things. 


ROAD PROJECT IN LIBERIA 


Senator ELLenper. By the way, what became of the road project 
that was to be built there? Has that been completed ? 

Mr. Van Dyker. The Export-Import Bank has granted loans to 
Liberia of about $21 million, lar ay for roads. This work is being 
actively pursued by the Liberian Government. 

Senator ELtenper. Good. That was certainly essential. 


Mr. Van Dyxe. The new roads are opening up whole new areas of 
the country. 


Chairman Haypen. Go ahead, Admiral Bergin. 


PREPARED STATEMENT 


Admiral Brerern. Mr. Chairman, may I submit a statement for the 
record and speak from the charts? 
Chairman Haypen. Yes. 


(The statement referred to follows :) 


STATEMENT OF ADM. CHARLES K. BERGIN, UNITED States Navy, Director, NEAR 
East, SouTH ASIA AND AFRICA REGION OFFICE OF THE ASSISTANT SECRETARY 
OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS 


Mr. Chairman and members of the committee, I should like today to review 
with you why our programs of military assistance are needed in the countries of 
the Near East, South Asia and Africa, what they have accomplished there to 
date, and what we propose for the military assistance program in fiscal year 1958. 

The strategic importance of this entire area is doubtless well known to you. 
The countries surrounding the Persian Gulf are the major source of oil for the 
economy of Western Europe. The Middle East and North Africa contain some 
of the most important of our forward sea and air bases. Furthermore, if the 
Soviets should be successful in achieving domination over the Middle East or any 
substantial part of it, they would gain control of strategic sites, seaways and 
warm-water ports that are so important to the accomplishment of their ultimate 
goals. 

The Communists, fully cognizant of these same factors which make the Middle 
East a rich prize, continue to employ every means short of military aggression 
in their efforts to achieve a dominating influence throughout the area. In doing 
so, they have seriously aggravated the difficult tensions that have existed within 
and among the countries of the Middle East for many years. The response of 
the United States to this serious threat to the security and independence of this 
important area, as Admiral Radford has pointed out, must be threefold. We 
must help the nations of the Middle Kast to remain independent of Soviet domi- 
nation. We must do everything within our power to see that the resources, 
strategic sites and transportation lanes of the area remain available to the free 
world. And, finally we must see that all of these same strategic assets are kept 
from falling within the orbit of Soviet control. It is with these objectives in 
mind that the military assistance program has been, and continues to be, de 
veloped and carried out. 

The defensive capabilities of the nations in the Near East, south Asia and 
Africa in which we carry on programs of military assistance have improved 
measurably as a result of our aid. The forces which we have helped Greece 
and Turkey develop make a vital contribution to the security of NATO’s right 
flank. Their record in Korea gave proof of the excellent fighting quality of 
their troops. The effectiveness of these forces is constantly increasing but con- 
tinued assistance will be necessary if they are to be brought up to and subse- 
quently maintained at NATO standards. 

Our military assistance programs to Iran and Iraq have resulted in a signifi- 
cant strengthening of the internal security, political stability, and defensive 
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potential of these countries. Pakistan, which constitutes the left anchor of the 
South East Asia Treaty Organization, has, through its own efforts and our 
assistance, developed a considerable and valuable force for use in the defense 
of the area. Our timely but small amount of military assistance to Libya has 
served to strengthen that country’s resistance to pressures of international com- 
munism by providing her tangible evidence of western support. Ethiopia, which 
contributed an effective fighting unit to the United Nations forces in Korea, 
has been able, with our training and equipment to strengthen its internal se- 
curity. In all of these countries the significant contribution which military 
assistance makes to their internal security and increased defense posture has 
the important added effect of furthering political stability and thereby creating 
the kind of conditions under which economic development can go forward. 

The nations in the Middle Hast which we are assisting are now maintaining 
more than 1 million men under arms. For the support of these forces they are 
contributing, in their collective annual military budgets, more than $2 for each 
dollar’s worth of American military aid to them. This is a striking effort on 
their part when one considers the relatively low level of the development of 
their economies. In the process of building up the military effectiveness of 
their forces, the stability of their governments and the confidence of the people 
in their leaders have been notably strengthened. These nations are stanch, de- 
pendable and helpful allies, and they are firmly opposed to the philosophy and 
actions of internatioanl communism. 

An important element of the free world defense effort, entirely within this 
area, is the 2-year-old Baghdad Pact signed by Turkey, Iran, Iraq, Pakistan, 
and the United Kingdom. Bridging the gap between the right flank of NATO 
and left flank of SEATO, the pact completes the free nations’ strategic defense 
perimeter. It is designed to provide a coordinated approach to the member na- 
tions’ military, economic and political problems. While the United States is 
not a member of the pact, it strongly supports the work of the organization and 
the defense efforts of all of its members. Although the actual military strength 
of the Baghdad Pact is not yet fully realized, it serves as a significant deterrent 
to Communist military aggression in this troubled area. Militarily speaking, 
the deterrent effect lies in the realization by a potential aggressor that he would 
have to cope with the coordinated military effort of all of its members instead 
of being able to pick off one country at a time. 

The total of our military assistance programs to the area from fiscal year 1950 
through fiscal year 1957 amounts of $2,407.8 million of which it is estimated that 
87 percent has been accomplished. 

In fiscal year 1958, we are proposing to continue our programs of military 
assistance to Greece, Turkey, Iraq, Iran, Pakistan, Ethiopia, and Libya. For 
the entire area these amount to a total of $390.4 million. Over 80 percent of 
this amount will go to Greece, Turkey and Pakistan. Of the total program 
for the area, approximately $162.3 million will be devoted to the maintenance 
of the military strength that has already been achieved. The remaining $228.1 
million will be spent to improve the effectiveness of these forces. 

In view of the inroads which international communism is attempting to make 
all through the Middle East and in north Africa, these programs of military 
assistance to the nations of that area are a vital part of our worldwide defense 
effort. We believe that they are soundly conceived and austere; We are con- 
vinced of their necessity in meeting the threat that faces the entire free world. 


GENERAL STATEMENT 


Admiral Beretn. I represent the Near East, south Asia, and 
African interests in the Department of Defense, ISA. That area we 
speak of covers a good part of the world. 

Our programs, however, do not quite extend that far. 
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(Chart I follows :) 
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CHART I 


Admiral Beretn. The dark blue indicates the Baghdad countries, 
lran, Iraq, Turkey, Pakistan. Other grant aid countries are in light 
blue. Greece, Ethiopia, and in 1956 we had a very small program 
in Liberia. 

Our principal military sales areas are represented in green, which 
are Saudi Arabia, Lebanon, and—off the chart—India. 

(Chart IL follows :) 


gon 






¢ 





4% 





Biss ae 
SGUTH ASIA 
AFRICA 


CHART II 





338 MUTUAL SECURITY APPROPRIATIONS, 1958 


Admiral Brrein. In starting our program from 1950, we had in 
the area some - . Our program has contributed to this through 
the year 1956 and the change of posture of the forces by percentage, 
12 percent —-—— for an increase of 20 percent, and the Navy’s 139 
percent to ———. 

I would like to make a comment here, being an admiral. This 
chart does not represent a buildup of a maritime force in the Middle 
East or Near East, but it really represents small boats, 

Senator Exitenper. What countries made greater progress there? 


GREEK AND TURKISH ANTISUBMARINE FORCE 


Admiral Brrern. I believe Greece and Turkey have maintained a 
very strong antisubmarine force, which is very important to us. 

Senator Exxenper. Was this increase in ships due to their own 
efforts? 

Admiral Breretrn. Much of it was their own efforts, but they are part 
of our program, sir. 

Senator ELxenper. They use our counterpart funds? 

Admiral Brretn. Our funds, and it represents the larger vessels. 
But we would call them small craft. 

Senator Extenper. Were any of the ships or small craft furnished 
by us? 

Admiral Berern. Yes, they were. 

Now, the impressive part of this is not the total numbers, but really 
that we have accomplished a better organization, better morale, 
through training, and we have strong allies in this area on account 
of the program. 

Senator Ertenper. Are you meeting with much success in the train- 
ing of officers in Turkey ? 

Admiral Brrern. I think progress is being made. I have been very 
much impressed by them. 

I was over there several years ago when I had duty with the Mediter- 
ranean Fleet, and just a few weeks ago I was over there again and I 
must believe the observers on the spot, when they say they have made 
substantial improvement there, sir. 

(Discussion off the record.) 


LOCAL CONTRIBUTIONS TO DEFENSE 


Admiral Beret. I think it is impressive to know how much coun- 
tries of the area are contributing to their own defense as compared 
to our efforts. 

This chart is for that purpose. 
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(Chart IIT follows:) 





CHART III 





Admiral Brerer. At the rate of expenditures in the fiscal year 1957, 
this part of the world contributed on the order of $869 million an- 
nually to their own support, broken down as indicated here. 

Another way of saying this in an impressive way is that for each 
American dollar placed in the area, the local people have on the aver- 
age given $2.30 of their own money. 
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(Charts IV and V follow:) 
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CHART V 
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SCOPE OF PROGRAM 


Admiral Beran. To give a presentation of the scope of our pro- 
gram in an illustrative way on major items—not all items by any 
extent—over the period 1950 to 1957 we have programed in the area in 
round numbers — : 

(Charts VI and VII follow:) 
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Admiral Berery. Of this program, we have delivered as indicated 
here something in excess of 80 percent. To this program we are 
proposing for 1958 an addition of $300 million or, percentagewise, 
1 percent increase in aircraft, 12 percent in ships, 3314 percent in tanks, 
22 percent in ammunition, 21 percent in artillery, and 24 percent 
in trucks, 

Senator ExLienper. Will the economy of the country be able to 
maintain this equipment ? 

Admiral Berery. Our program is conditioned on the ability ‘to 
absorb. It is checked not only by the State Department, but ICA also. 

Senator E.tenver. I was informed that they were having trouble 
maintaining what they have, and that in order for them to continue, 
it would be necessary for us to make more funds available. 

Admiral Brerearn. There has been a period, and it still continues, 
that we are training their people, as you well know, Senator. But 
we are trying to balance their ability to absorb and contribute to the 
free world. 

We believe this is not only adequate, we believe it is an austere 
program and appropriate for the needs of the Western World, sir. 

We would like to present in money values what these programs, 
over the years that I have just mentioned in materials, amounted to. 

(Chart VIII follows :) 


CHART VIII 


In 1950 to 1957, we have programed $2,408 million in the area, of 
which we have expended in the order of $1,883 million. The rest 
essentially is in the pipeline. 

Senator Eitenver. That is military only? 

Admiral Beratn. Yes, sir. 

Senator ELtenper. No defense support, just hardware? 

Admiral Berarn. Just hardware. 
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To this we are adding $390 million which could be broken down for 


the purpose. $162 million for maintenance of forces, and $228 million 
for the force improvement. 


(Chart TX follows :) 
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CHartT IX 


Admiral Breretn. We feel that this program, particularly in this 
area, under existing conditions, is vital to the United States and west- 
ern security to prevent Soviet domination by subversion or armed ag- 
gression. 

We believe that the military assistance effectively counters Soviet 
efforts by stabilizing friendly governments and deterring aggression. 

It is highlighted, as I showed in the other charts, but despite their 
weak economies, these countries are contributing a sizable amount, 
$869 million annually, to the common defense, and we believe that with- 
out the United States military aid, it would be doubtful that some of 
these countries could long resist pressures of international communism. 

Thank you, sir. 

Chairman Haypen. The committee will stand in recess, unless you 
have some questions, Senator Ellender, until 19:30 tomorrow morn- 
ing, when we will take up the Far East. 

(Whereupon, at 4:10 p. m., Monday, July 29, 1957, the committee 
recessed, to reconvene at 10: 30 a. m., Tuesday, July 30, 1957.) 
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Untrep States SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The committee met at 10: 40 a. m., pursuant to recess, in room F-37, 
or Capitol, Hon. Carl Hayden (chairman of the committee), pre- 
siding. 

Present: Chairman Hayden, Senators Ellender, Hill, Pastore, 
Saltonstall, Thye, Mundt, and Smith. 


INTERNATIONAL COOPERATION ADMINISTRATION 
Far East 


STATEMENTS OF HON. WALTER SPENCER ROBERTSON, ASSISTANT 
SECRETARY, FAR EASTERN AFFAIRS, DEPARTMENT OF STATE; 
DR. RAYMOND T. MOYER, REGIONAL DIRECTOR, OFFICE OF FAR 
EASTERN OPERATIONS, INTERNATIONAL COOPERATION ADMIN- 
ISTRATION; CAPT. BERTON ROBBINS, JR., USN, REGIONAL DI- 
RECTOR, FAR EAST, ISA, DEPARTMENT OF DEFENSE; COL. HARRY 
H. CRITZ, DEPUTY DIRECTOR, OFFICE OF PROGRAMING AND 
CONTROL, ISA; AND J. E. MURPHY, CONTROLLER, INTERNA- 
TIONAL COOPERATION ADMINISTRATION 


PREPARED STATEMENT 


Chairman Haypen. The committee will be in order. 

Hon. Walter Robertson, Assistant Secretary of State for Far East- 
ern A ffairs, will be the first witness. 

You have a prepared statement. What do you propose to do with 
it? 

Mr. Rosertson. Mr. Chairman, I propose to submit the statement 
for the record. With your permission I should like to make a short 
oral statement. 

(The statement referred to follows:) 


Mr. Chairman and members of the committee, I am glad to have the opportunity 
of appearing before this committee in support of the mutual security program for 
the fiscal year 1958. The mutual security program is one of the most vital instru- 
ments of United States foreign policy because the assistance it provides our allies 
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in the Far East helps them build the strength they need to remain free, and 
because the freedom of others is essential to the preservation of our own. 

I should like first to discuss with you the considerations which, from a 
foreign-policy point of view, make it so essential that our assistance to the free 
people of the Far East be continued at a level that is adequate to the needs of the 
situation. After that, the specific programs will be summarized for you by Dr. 
Raymond T. Moyer, ICA regional director for the Far East, and by Capt. Berton 
A. Robbins, Jr., United States Navy, Far East regional director in the Office of 
the Assistant Secretary of Defense for International Security Affairs. 

I should like to focus your attention on six factors fundamental to a considera- 
tion of United States aid to this area: 

1. There is no evidence whatsoever of a weakening of the Moscow-Peiping 
alliance. 

2. The military might of international communism, based on mainland China, 
continues to be a predatory force that seriously threatens the security of the 
region and the peace of the world. 

3. As a part of their campaign to communize all of Asia, the Soviet Union and 
Red China have offered their own brand of foreign aid program to four coun- 
tries—Burma, Indonesia, Cambodia, and Laos. 

4. Less than a third of the inhabitants of the entire Far Eastern area now 
enjoy freedom and independence. Two-thirds of the more than 900 million 
inhabitants are under Communist rule in mainland China, in north Korea, and 
in north Vietnam. 

5. In all of the free Far Eastern nations the spirit of nationalism and in- 
dependence runs high. With independence have come compelling demands 
from the people for greater security, for improved living conditions and for more 
rapid economic growth. 

6. Although financially unable to carry the burden alone, the free nations of 
the Far East have more than 1% million men under arms. These forces, to- 
gether with our own forces based in the Pacific area, are the principal deterrent 
to aggression. They are essential to maintaining world peace. 

I should like to elaborate on some of these points. 

This committee does not need to be reminded that, for all of Moscow’s and 
Peiping’s professions of peaceful coexistence, communism continues to be a pred- 
atory and expansionist force. The Soviet Union and Communist China are 
solidly alined in this undertaking bound as they are by common ideology and 
common objectives. The events of a few months ago in Eastern Europe have 
clarified that relationship. The Chinese Communist Party officially characterized 
the brutal Soviet military suppression of the Hungarian people as a “righteous” 
action, and Chou En-lai was sent to Eastern Europe to rally the wavering satel- 
lites to unity under the leadership of Moscow. 

Blocked in overt aggression, the international Communists promptly launched 
a peace offensive, concentrating upon economic infiltration, hoping to gain through 
subversion what they were prevented from achieving through force. Their pro- 
gram of peaceful coexistence has involved enticing offers of trade and aid with- 
out strings, fulsome diplomatic blandishments, the sponsoring of international 
cultural and sporting events, participation in trade fairs and rolling out the 
literally red carpet for foreign dignitaries. This outward shift of tactics is 
only in degree less dangerous to the independence of the countries of the area 
than is the threat of overt aggression. It should also be noted that behind this 
facade of peaceful talk there has been a continuing buildup of military power 
throughout Communist-held areas of the Far East. 

The work of Communist propaganda and subversion apparatuses is well known 
to this committee. Suffice it to add that the principal aim of the Communist 
propaganda of vilification of the United States is to create suspicions of United 
States motives and to alienate the United States from its friends. 

In the face of the varied threats to our security and to the independence and 
welfare of free Far Eastern nations, the primary objective of our policy in the 
Far East remains clear. It can be stated quite simply: it is to strengthen the 
free world and to curb the influence and prevent the expansion of international 
communism, 

In furtherance of this objective, we have taken three principal courses of 
action : 

1. With other United Nations forces we resisted and checked the open Com- 
munist aggression in Korea. 

2. We have made clear the determination of the United States to help resist 
any further overt aggression in the Far East. This we have done through 
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a system of defensive alliances. We have bilateral security treaties with Japan 
and the Republics of the Philippines, Korea, and China. We have joined with 
seven other nations in the SEATO treaty of alliance against aggression in south- 
east Asia. In the ANZUS treaty we have a defensive alliance with Australia and 
New Zealand. 

3. We have extended assistance under the mutual security program to those 
nations desiring it and willing to use it to maintain their independence. 

No one would contend that as the result of these courses of action the threat 
of international communism has been wholly met in the Far East. On the con- 
trary, the threat remains serious. Powerful Communist military forces—now 
better trained and equipped with modern weapons—still occupy battle positions 
opposite Taiwan and across armistice lines in Korea and Vietnam. The Com- 
munists still control two provinces in Laos; from this base they have been seek- 
ing to subvert and take over the rest of the Kingdom. 

It is a fact, however, that the forces of armed aggression in the Far Eastern 
area have been held in check now for nearly 3 years. This, I think, is evidence 
of the effectiveness of our system of defensive alliances and the aid we have 
extended to our friends and allies under our mutual security programs. 

The combat capability of the Communist forces in Korea is greater today 
than it was when the armistice of 4 years ago brought an end to the fighting. 
Approximately 700000 Communist troops are still in North Korea, about one- 
half of which are Red Chinese. Communist forces in North Korea have increased 
their striking force by bringing into North Korea hundreds of modern airplanes, 
over 70 percent of which are jets. The Chinese Communists maintain a large 
jet air force within immediate striking distance behind the Yalu River. In 
addition large quantities and new types of other combat equipment have been 
introduced into North Korea, in flagrant violation of the armistice agreement. 

The same pattern has been followed in Vietnam. The terms of the cease-fire 
agreed upon at Geneva in 1954 have not deterred the Communists from building 
up the strength of their armed forces in the north. With equipment and training 
furnished by the Chinese Communists, the troops of their puppet Vietminh 
regime have been strengthened and reorganized into a highly mobile fighting 
force equivalent to at least 20 divisions. This is about twice the size of the 
Communist forces existing at the time of the cease-fire, less than 3 years ago. 
The firepower of their artillery has also been greatly increased. 

The most immediate Chinese Communist military threat is, of course, directed 
against the Taiwan area, which Peiping has declared it intends to take by 
whatever means may be required, including resort to armed attack. We can 
ill afford to regard this as an empty threat, coming as it does from a regime 
which commands an army of two and a half million men and the fourth largest 
air force in the world. This formidable force has been continuously improved 
and modernized since the Korean war. Furthermore, during the past 2 years, 
in the coastal area between Shanghai and Canton, the Chinese Communists have 
largely completed 10 new airfields which, when fully in operation, could pose a 
most serious threat to control of the air over the Taiwan Strait. The Chinese 
Communists also concentrated the bulk of their military engineering personnel 
on the forced-draft construction of a new strategic railway from the interior to 
the coastal port of Amoy which was completed just a few months ago. This 
railway, with a spur to Foochow which is still under construction, has greatly 
improved the logistic capabilities of the Communists for military action against 
Taiwan. These military preparations assume added significance against the 
background of the Chinese Communists’ adamant refusal to renounce the use of 
force in the Taiwan area, although we have pressed for such a declaration for 
over a vear and a half in our talks with them at Geneva. 

In Korea, Vietnam and Taiwan 45 million people seek to defend themselves 
against renewed aggression that could come at any moment from the heavily 
armed Communist stronghold just beyond their borders. Their very survival 
depends on whether they can count on the United States for continued help in 
supporting their essential defense forces. In our view, these forces serve to 
defend not only these three areas but the whole of free Asia. Their presence 
is a powerful deterrent to overt Communist aggression anywhere else. 

As we well know, the cost of a modern defense force runs high. These 45 
million people know it too. Their defense expenditures exhaust or come close 
to exhausting their own national revenues. Without substantial help from 
the United States, they would quickly become an easy prey to aggression. Their 


loss would be a catastrophic blow to the collective security and prestige of the 
free world. 
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We have therefore concentrated in these three areas where the Communist 
threat is the greatest. Our program plans for fiscal year 1958 likewise provide 
that in the Far East area most of the aid must necessarily continue to go to 
these three countries. It must be remembered that these three areas being 
divided, one part free and the other Communist dominated, are necessarily 
areas in which tensions are most severe and the threat of war most grave. 

A substantial part of our aid to them consists of military hardware which is 
needed both to round out the basic equipment requirements of the forces and 
to maintain and service equipment that has deteriorated or been consumed in 
actual combat or in training operations. 

We also need to provide to these governments sizable amounts of defense 
support assistance which takes varied forms, such as the import of essential 
raw materials and finished products which are sold to generate local currency 
for essential military purposes, as well as assistance to projects that directly 
support their defense efforts. In Vietnam these have included resettlement of 
the refugees from the north, agricultural development projects such as that at 
Cai San, and rehabilitation and improvement of the transportation system. 

In Laos we have still another nation that has been victimized by Communist 
aggression. This is a remote yet particularly strategic area containing some 2 
million inhabitants; yet it has some 600 miles of common borders with Com- 
munist China and Vietminh-controlled North Vietnam. Here the Pathet Lao, 
supported by the Communist Vietminh, continue to flout the Geneva agreement 
of 3 years ago by retaining control of 2 northern provinces of this newly 
independent nation. The Communist Pathet Lao have been in open revolt 
against the Government. Now, however, they have broadened their tactics. 
Prompted by the Peiping and Hanoi regimes, they have made offers of coalition 
government which are in reality designed to facilitate Communist infiltration and 
subversion. To pressure the Lao Government to make a political settlement on 
the Communist terms, they have been making scattered attacks on Lao Army 
outposts. 

In this situation we are helping the Lao Government to support the army and 
improve the effectiveness of its internal defenses. We are also assisting with 
economic rehabilitation activities that are essential to the continued independ- 
ence of the country. 

The threat of aggression in the Far Hast is not, of course, confined to Korea, 
Vietnam, Taiwan, and Laos, where it is most immediate. It exists throughout 
the region. As I mentioned earlier, one of our courses of action has involved 
the creation of a system of defensive alliances. If this system is to serve its 
purpose, our allies must in every way be strong enough to do their part. 

Under the mutual security program we have also been helping to strengthen 
two of our treaty partners, the Republic of the Philippines and Thailand. We 
are helping the Philippines to strengthen and improve their armed forces by 
building modern operational and training facilities which will increase their 
capacity to participate actively in free world defense. We are also augment- 
ing Philippine efforts to maintain the essential economic base upon which this 
military effort rests. 

Thailand has played an active role in collective defense measures: it has con- 
tributed troops to resist aggression in Korea and is taking a leading part in 
SEATO. Yet even in the case of this staunch ally, Communist-line propaganda 
appears in some newspapers, Chinese Communists films are shown in local 
theaters, and some Thai citizens who have visited Communist China return as 
propaganda agents with alleged aid offers. The Thai Government has rejected 
such offers and reaffirmed its faith in collective security. In the face of this 
stepped-up Communist penetration effort, we are providing substantial defense 
support to preserve the essential economic climate in which the Nation can resist 
subversion and aggression. We are also providing needed military equipment, 
training, and facilities to promote Thailand’s security and to contribute to the 
strength of SEATO. 

Japan’s role is increasingly important in the free world, especialy now that 
it has returned to full international status through admission to the United 
Nations. Japan’s importance derives from a variety of basic considerations— 
her strategic location, her vast industrial-mercantile complex, her skilled man- 
power, her capacity to contribute to the growth of free Asia. Yet it is these 
various factors that make Japan a major long-term target of the Communist 
bloc. By bringing Japan within that bloc’s control by aggression or subversion, 


the balance of power in Asia would be tipped dangerously in favor of the 
Communists. 
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Major responsibilities for the defense of Japan, assumed in 1945 by the 
United States when it took charge ofthe occupation, are now being turned over 
as quickly as possible to the Japanese. The assistance planned for Japan in 
the 1958 program is primarily a continuation of the same type of help. given 
heretofore in the organization, training, and equipping of Japan’s self-defense 
forces. We are encouraging Japan to assume a greater share of its defense 
responsibilities. We have now reached a point where Japan is assuming com- 
plete responsibility for its ground defense, making it possible for the United 
States to withdraw all United States ground combat forces from Japan during 
the coming calendar year. 

In all of these countries national armies are being supported on a scale 
which contributes importantly to our own defense. The cost to us, in dollars, is 
considerable. Yet significant savings are involved. For example, to maintain 
our vital defenses in Korea with American troops would cost about $6,500 
annually for each soldier. To maintain South Korean forces at this outpost, how- 
ever, costs about $600 per soldier. 

These considerations, of course, are quite apart from the obvious fact that under 
this arrangement far fewer American boys have to be sent to foreign areas. 
Furthermore, through this technique we help our friends and allies to provide in 
the first instance the forces required for their own defense. 

This year the funds required for mutual defense assistance are proposed to be 
appropriated to the President in the Department of Defense appropriation acts. 
I, for one, have always been of the opinion that the money for these programs is 
as much a part of our defense costs as the appropriations made to maintain our 
own forces. Today in Korea we maintain two American divisions financed from 
Department of Defense appropriations. Guarding the same armistice line are 
21 South Korean divisions maintained through funds available under the mutual 
security program. Were it not for the 21 Korean divisions, we would today 
be maintaining a very large number of American troops financed from defense 
appropriations. 

Of all the 11 Asian countries in the area only three, the Republic of China, 
Thailand and Japan, existed as independent nations before World War II. With 
independence the peoples of these new countries have for the first time in 
centuries begun to have great expectations for the future. One of the insistent 
expectations of their new nationalism is improvement in their greatly depressed 
standard of living. Whether they are successful in realizing this expectation and 
whether in so doing they are assisted by ourselves or by the Communists, may 
well determine the answer to whether these newly independent countries are to 
remain in the free world. Measures that will further the economic aspirations 
of the people are only in degree less important to the preservation of the freedom 
of these countries as are military measures undertaken to counter internal and 
external threats to their security. We therefore attach the greatest importance 
to helping the free countries of the Far East to develop their economies and to 
improve the lot of their people. We would expect to meet requirements of this 
type through the development loan fund. 

Indonesia, which has been described as the third richest country in the world 
in natural resources, consists of 3,000 islands spread out over an area as large 
as the United States. It is a prize the Communists particularly covet. The task 
of establishing a strong stable government and a viable economy for this far- 
flung, strife-torn country is of staggering proportions. While the Indonesians are 
reluctant to make international military commitments lest the latter circum- 
scribe their hard-won independence, they do need and seek our assistance in the 
form of developmental assistance and technical cooperation. 

In April of this year we concluded an agreement with the Indonesian Govern- 
ment for a loan of $15 million under the mutual security program. This line 
of credit is expected to be used by Indonesia for highway construction in Sumatra 
and for power generating plants. Thus we are helping Indonesia in solving 
its major problem of promoting political stability through such development. 

Communist efforts at penetration are at present being intensified in the small 
Kingdom of Cambodia which is an avowed “neutral.” It has received a variety 
of trade and aid offers from three European bloc countries during the last year. 
In addition, the Chinese Communists have agreed to provide Cambodia $22.4 
million of aid over a 2-year period and trade up to $14 million each way annually. 
Chinese Communist aid goods and “technicians” have already arrived in 
Cambodia. 

Our own policy toward Cambodia is based on a simple precept—to assist 
Cambodia to remain independent. We do not intend to engage in competition 





350 MUTUAL SECURITY APPROPRIATIONS, 1958 


for Cambodian favor by bidding for the highest aid program. Rather we will 
try to help Cambodia meet its priority needs in the most efficient manner. It is 
in our interest to continue to do so as long as Cambodia shows a determination 
to maintain its independence; and our aid contributes to the strengthening of 
this determination. As far as its neutrality is concerned we have informed the 
Cambodian Government that we respect the right of each government to choose 
its own foreign policy although the United States believes that free nations can 
most effectively meet the threat of Communist aggression through collective 
defense. 

Burma occupies a key geographic position. It is located between our SEATO 
allies, Thailand and Pakistan. It borders on Laos. It also separates India and 
Communist China and, in fact, has a 1,000 mile unprotected border with Com- 
munist China. In order to remain in power, despite Communist subversive 
political and economic activities, the Government must achieve progress in 
economic and social development to retain mass support. 

The Communist bloc has been adroit in exploiting Burma’s needs by making 
offers of aid and trade. More than a year ago Burma experienced great diffi- 
culty in disposing of a burdensome surplus of rice, the principal item in its 
economy. The United States could not help in this situation by taking some of 
the surplus; in fact, we were competing with Burma by selling our own surplus 
rice in the Asian market. The Communist bloc seized this opportunity to develop 
extensive trade relations. Under barter arrangements they agreed to take about 
one-third of Burma’s anual rice exports (or one-fourth of its total exports). 

At the beginning of 1957, however, Burma revised substantially its trade 
relations with the Communist bloc by cutting back its rice barter commitments 
to about a fourth of the original level (from 750,000 tons in 1956 to less than 
200,000 tons in 1957). This change was due not only to an improved rice market 
among free world customers but also to disillusionment with the results of the 
barter arrangements, involving such matters as unsatisfactory quality of goods 
delivered, overpricing, and credit accumulation. 

In response to a Burmese request to the United States for loan assistance in 
connection with its development program, we agreed in March of this year to 
extend a $25 million loan to Burma under the mutual security program. Burma 
does not, in fact, want grant aid. Specific projects under this loan are now 
receiving consideration. 

While the building of an effective shield against Communist armed aggression 
and subversion must receive first priority, the political stability of all of these 
governments depends heavily upon some strides being taken in the direction of 
economic growth. 

One of the most valuable features of the mutual security program has been 
technical cooperation. The expert assistance thus made available is basic to 
political stability and economic growth. 

I have tried to highlight the reasons which make mutual security activities 
such an important element in the defense of the free world against the designs 
of international communism, The 1958 mutual security program as presented 
to you represents the best judgment of the executive branch as to what assist- 
ance should be extended to our friends and allies in our mutual interest. 

When we recall the recent wars and chaos of Korea and Indochina, I think we 
can survey with some satisfaction, but no complacency, the progress that is 
being made in strengthening the capacity of free Asia to surmount the threats 
of Communist aggression, infiltration and subversion. Certainly the lines of 
the struggle against communism are more clearly defined. For 3 years now the 
Communists have been deterred from outright military aggression, having encoun- 
tered determined resistance on virtually all fronts. While the Communists now 
place emphasis on classical nonmilitary methods intended to deceive the gullible 
and ingenuous, the free peoples of the Far East are coming to have a greater 
understanding of the nature of communism’s indirect threat and a better capabil- 
ity to meet that threat. The longer this progress can be sustained, the more 
secure the independence of free Asian countries. Premature withdrawal of ade- 
quate support would risk losing not only the progress so far made but it would, 
I fear, have catastrophic results. We can be certain that the international Com- 
munists stand poised, eager and ready to step in if we should step out. 








MUTUAL SECURITY APPROPRIATIONS, 1958 351 


NEW LOOK AT MUTUAL SECURITY PROGRAM 


Chairman Haypen. Mr. Robertson, you may proceed, 

Mr. Rosgertson. I should like to devote my testimony and remarks 
today to the political considerations involved in our mutual security 
programs. 

Captain Robbins of the Defense Department will testify in support 
of the military programs and Dr. Moyer of the ICA in support of 
the economic programs. 

This year Congress is taking a new look at the mutual security pro- 
grams to see if in fact they do serve the purpose for which they are 
designed. 

It is essential that you do this. I think all of us can agree that the 
demands upon our Federal Treasury are such that we can ill afford 
nonessential expenditures either abroad or at home. 

Now, are these programs essential? Do they in reality serve our 
policy objective ? 

I think I can say without equivocation that they are essential so long 
as it is our policy to resist Communist aggression and the expansion of 
Communist influence and power. 


MILITARY FORCE OF ASIAN ANTICOMMUNIST NATIONS 


If the free nations of Asia are to remain free, they urgently need 
our help. If we are to remain free, we need their help. 

The free anti-Communist nations of Asia row have more than 
1,800,000 men under arms and they are financial’, unable to carry the 
economic burden of these armies without our help. These forces, to- 
gether with our own, based in the Pacific, constitute the principal, if 
not the only deterrent to Communist aggression in Asia. They are a 
powerful factor in maintaining the military balance of power in Asia. 

Our military aid to these forces consists of providing them with 
military hardware. In addition to this military hardware, we must 
provide their governments with assistance in maintaining the eco- 
nomic burden imposed by these forces—forces which are supported 
in a magnitude far beyond their own resources. 


SCOPE OF DEFENSE SUPPORT 


This assistance which we call defense support takes varied forms, 
such as the import of raw materials and finished products which are 
sold to generate local currency for essential military purposes as 
well as for assistance to projects which directly support the defense 
efforts. 

I want to make clear that defense support is to help these countries 
bear the economic burden of military forces beyond their capacity 
to support. 

Defense support can only hope to maintain the status quo of their 
economies. 


94737—57——23 
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The development loan fund is designed to help these countries 
develop their economies, to improve the lot of their people, to make 
them less vulnerable to the lure of Communist ea 


And in considering our problem, let us take a look at the other side 
of the coin. 


IMPORTANCE OF AMERICAN SUPPORT 


I think I can say without equivocation that should American hel 
be substantially withdrawn there is grave risk that all the nations 
of the Far East might be lost to the free world. 

Certain it is that the International Communists are poised, eager 
and ready to step in if we should step out. 

This year of 1957 in my opinion is a critical one for the free world. 
The Communists have not changed. But there are many pressures 
being brought upon us to change, to ease up, to become more flexible, 
to liberalize our policies vis-a-vis the Red Chinese. 

There are some who say we should follow the lead of certain of dur 
allies and remove the trade embargo on so-called nonstrategic trade, 
as if Peiping, with its meager foreign exchange resources would buy 
other than the most strategic items available to it. 

There are some who say that if we could just settle the question of 
Taiwan, Mao-tse-tung might lose his attraction for Moscow, might 
give up his ambitions in Korea, Japan, and southeast Asia, and be- 
come a peaceful friendly collaborator with the free world. 

There are some who say that all we have to do to make the Com- 
munists different is to be different ourselves. 

There are some who say we must be realistic and acknowledge the 
existence and the power of the Peiping regime by granting it recog- 
nition and U. N. membership, as if 1,400 000 allied casualties of the 
Korean aggression, of which 142,000 were American casualties, and 
some $18 billion of our treasure were insufficient to make us realisti- 
cally aware of the existence and the power and the character of the 
Peiping Reds. 


COMMUNIST ACTIVITIES IN ASIA 


Now, what is the situation in Asia? Well, the Communists are 
standing pat and counting on the weariness of the free world to help 
them achieve their objectives. They are standing pat in Korea with 
an army of 700,000 crack troops and some 600 to 700 modern planes 
brought in in violation of the armistice agreement signed in July 
1953. They are standing pat on the mainland of China ‘with a 3 mil- 
lion man army and hundreds of jet planes, steadily building up their 
military capabilities, threatening to take Taiwan by force, refusing to 
release our civilian prisoners or to even give an accounting for 450 
military personnel, some of whom at least were known at one time to 
have been alive and in their hands. 

They are standing pat in North Vietnam where they have trained 
and equipped a puppet army of some 350,000 to 400,000 troops which 
stand opposite Ngo Dingh Diem’s army ‘of 150 ,000 supported by us 
in South Vietnam. 

They are standing pat in Laos with puppet forces, ordered disbanded 
by the Geneva accord of 1954, still occupying two key provinces and 
demanding coalition government. 
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They are continuing their efforts to overthrow every free govern- 
ment of Asia through infiltration and diversion. 

And, finally, they are continuing their propaganda of calumny 
against the United States, seeking to cause suspicion of our motives 
and to divide us from our friends, because they well know that if 
for one reason or another American support of free Asia can be elimi- 
nated, that all of Asia is theirs. 


ASSISTANCE TO KOREA, TAIWAN AND VIETNAM 


Now, in apportioning our military and defense support funds, you 
will note first consideration is given to the areas where the Communists 
pose the greatest military threat. Thus Korea, Taiwan, and Vietnam 
require the largest allotments of the Far Eastern funds available. 
Approximately 75 percent of the total fund which we are requesting 
for the Far East is being alloted to these 3 countries. 

Korea, of course, is our largest program. Its 700,000-man army 
is far beyond the capacity of this war-ravaged little country of 22 
million people to support. 

However, as the Koreans were trained and equipped and assumed 
primary responsibility for patrolling the 187-mile armistice line as 
a first line of defense, we were able to bring our boys home and we 
now have only 2 divisions left in Korea. 

Now, this is a costly program in one sense, but in another sense it 
is a cutrate defense program. It costs approximately $6,500 per year 
to maintain an American soldier in Korea. It costs $600 per year to 
maintain a Korean soldier in Korea. 

As in Korea, the size of the military forces in Taiwan and Vietnam 
exceeds the abilities of these countries to support them. 

Even with our help these armies constitute a very heavy drain 
upon their economies. 

MILITARY EXPENDITURES 


Korea, for instance, is spending nearly 70 percent of all of its Gov- 
ernment revenues, exclusive of United States aid, for military pur- 
poses. 

The Republic of China is spending approximately ———— percent 
of its total revenues for defense purposes. 

Vietnam is spending more for defense than her total revenues: about 
— percent of her total revenues are spent for defense exclusive of 
course of United States aid. 

In all of the countries of the area in which we have aid programs 
of one kind or another national armies are being supported which 
contribute importantly to their own security. Which is another way 
of saying that they contribute importantly to the defense of the free 
world, including our own country. 

The cost of our programs in dollars is considerable. But as pointed 
out, in situations where American forces would otherwise have to be 
employed there are significant savings for us. 

inancial considerations, however, are quite apart from the priceless 
consequence that under this arrangement far fewer American boys 
have to be sent into foreign areas. 
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STRENGTHENING RESISTANCE TO RED AGGRESSION 


When we recall the recent wars in Korea and Indochina, I think we 
can survey with some satisfaction, though certainly with no com- 
placency, that progress is being made in strengthening the capacity of 
free Asia to surmount the threats of Communist aggression as well as 
Communist infiltration and subversion. Certainly the lines of the 
struggle against communism are now clearly defined. 

For 3 years the Communists have been deterred from outright mili- 
tary aggression in Asia. While the Communists now place emphasis 
on the classical nonmilitary methods to deceive the gullible, the free 
peoples of the Far East are coming to have a greater understanding 
of the Communist threat and the need for meeting it. The longer this 
process can be sustained, the more secure the independence of the free 
Asian countries becomes. Premature withdrawal of adequate support 
would, we fear, have catastrophic results. 

Certainly we have our problems in the free world, but the Com- 
munists have their problems, too, as recent events in Eastern Europe 
and Red China have shown. And because the Communists are at- 
tempting to suppress and reshape man’s free spirit, their problems 
are perhaps far greater than ours and I believe are insoluble. 

Thank you, Mr. Chairman. 

Chairman Haypen. Are there any questions, Senator Ellender? 

Senator ELtenper. Who is going to give the details of the program? 

Mr. Rosertson. For the economic aid, Dr. Moyer and for military 
aid, Captain Robbins. 

Senator ELtitenper. I have heard the same statement quite often. 

Mr. Rozertson. Senator, do you mind if I say I intend to keep on 
emphasizing these issues just as long as there is any tendency in Amer- 
ica to overlook them ? 

Chairman Haypen. Senator Ellender. 


NECESSARY FOR CONTINUED ASSISTANCE TO KOREA 


Senator Eitenper. I notice here, Mr. Robertson, that the amount for 
military assistance for the Far East and the Pacific is $689.8 million. 
As you indicated, the major portion of this goes to Taiwan and Korea. 

Why is it necessary to allow Korea so much military assistance? 
Are we providing new weapons for them ? 

As you know, we have spent——— there to date for equipment, 
which has not been used very much since the armistice. 

Are we in the process of replacing this equipment with new weapons? 

Captain Rorsrns. I will answer that question, sir. I am Captain 
Robbins, of the Department of Defense. 

We are not replacing all this equipment with new equipment, Mr. 
Senator. We are maintaining an armed force in Korea of over 


Senator Ertenper. How many active divisions? 

Captain Rorsins. There are ———- Army divisions, , and 
then associated air forces and naval forces. 

Senator ELtenper. What about the Reserves? 

Captain Rogssrns. There are ——— Reserve divisions in the process 
of development. They are not fully developed. 

a Exxtenver. Is that included in the ——— to which you 
refer ? 
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Captain Roggrns. No, sir; it is not. 

Senator ELttenper. They are separate? 

Captain Rogsins. The ———— Reserve divisions are separate. 

To maintain ———— active forces in a state of combat readiness re- 
quires the continuous use of their equipment and requires, therefore, a 
considerable drain for replacement of worn out and used up equip- 
ment and supplies necessary to keep those forces in a position to use 
their equipment to maintain their state of combat readiness. 


TOTAL FUNDS IN PIPELINE 


Senator E.tenper. How much is in the pipeline for that purpose? 

Captain Rogsins. The minimum amount necessary to keep the flow 
of supplies. 

Senator KiLenver. Let us get the exact amount. 

Colonel Crrrz. I can answer that, sir, ‘ 

Senator Kitenver. What is the total amount that has been spent 
since the armistice 

Colonel Crrrz. Approximately : 

Senator ELLeNper. That is over a period of how many years? 

Colonel Crrrz. That is from the period of 1955; prior to that time, 
the support of the armed forces of Korea was handled by the appro- 
priations of our Military Department. 

Senator ELLenver. That is direct from our own military? 

Colonel Crrrz. Yes. 


TOTAL APPROPRIATIONS FOR KOREA 


Senator ELtenper. What has been the amount appropriated from 
1950 to the present date ? 

Colonel Crrvz. The total amount is approximately —-—— dollars, 
including the cost of the Korean war. 

Senator ExLenper. I am not talking about that. I am talking 
about the amount we have been spending since the Korean war. 

Colonel Crrrz. Senator, I don’t have that broken down that way 
because from the period of the armistice in 1953 until 1955, when the 
program came under the mutual security program, those amounts were 
in the appropriation of the Military Department themselves. 

Senator ELtenper. When was that transfer made? 

Colonel! Crrrz. To the mutual security program ? 

Senator ELtenper. Yes. 

Colonel Crrrz. 1955. 

Senator Extenper. Beginning with 1955? 

( Discussion off the record. ) 


REPLACEMENT OF AMERICAN TROOPS WITH KOREANS 


Senator Sattonstatt, While Senator Ellender is looking at the fig- 
ures, is it not fundamental in Korea that we are withdrawing our 
troops and depending entirely on the Korean forces to maintain the 
line ¢ 

Mr. Rosertson. As I stated in my testimony, as we trained these 
native troops we gradually reduced our forces to two divisions. We 
only have two divisions left in Korea now, which are considered nec- 
essary as United Nations Command troops. The command is still the 
United Nations Command. 
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Senator Sattonstatu. I am sorry to have missed your talk. The 
chairman said that you made a very fine off-the-cuff statement. So 
that perhaps I should not take the time and trouble to read your 
prepared statement. 

Mr. Rozertson. Thank you, sir. 

Senator SatronstTatu. It seemed to me that one of the fundamentals, 
I say most respectfully to my colleague, one of the most fundamental 
there, as I listened to the thing over the years, is that there we are 
training local forces to defend their own country in a very troubled 
area in the world. 

Mr. Rozertson. Just to cite one figure, we don’t have 700,000 troops 
to put into Korea, but even if we did have, it would cost $414 billion 
to support 700,000 American troops in Korea, more than our whole 
worldwide program put together. So that in maintaining this Korean 
army we have, as I said before, a cutrate defense army in Korea. 

Senator Ture. You would have far more of a problem if you were 
trying to man that American military force with your own American 
troops for the reason of the burden that it would place upon the econ- 
omy of Korea because of its limited food production. 

I think that the program in Korea has been progressing very splen- 
didly in our defense troop buildup. 

Senator Etzenper. Mr. Chairman, the record will show that I have 
not been opposed to aid for Korea. I have always felt, and I feel now, 
that Korea is incapable of maintaining a large army, and therefore 
our aid is necessary. 

But, what I have been contending all along is that our people, our 
representatives out there, including my good friend, Mr. Robertson, in 
my humble judgment, are entirely too soft. Something ought to be 
done to get our allies to assist us. They should be in there pitching 
with us, instead of being dependent on us for aid. 

Senator Exienper. What reduction have we made in our forces dur- 
ing the past 2 years ? 

Captain Rogsrns. In the past 2 years, very little. 

Senator Entenper. Very little, exactly. Mr. Robertson has stated 
in his off-the-cuff statement that we have been withdrawing because 
of the fact, we are training South Koreans. Now, we are not with- 
drawing, we are still there with more force than we had before. 

Captain Rosstns. No, sir; not by a large margin. 

Senator Errenver. Within the last 2 years, you said, there was very 
little withdrawal ? 

Captain Rossrns. Yes, sir; in the last 2 years, but we cannot stop 
with 2 years ago. We must start with what we had at the end of the 
war. I am talking about the reductions that have been made in our 
forces since the armistice. 

The situation, incidentally, has greatly changed, despite the buildup 
of Korean forces. 

We have faced a continuing loss of relative military strength in 
Korea by the unlawful actions of the Communists in their buildup of 
air forces in violation of the armistice. We have been placed in an 
increasingly worse position. 
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ROK REPLACEMENTS IN KOREA 


Senator Extenpver. Did Mr. Robertson make a factual statement 
when he said in the last 2 years we have been reducing our forces and 
replacing them with the ROK’s? 

Mr. Roserrson. Let us read my statement—— 

Senator Extenper. Let me get the military expert to answer that 
question. 

Mr. Rosertson. I want to testify on the accuracy of what you said 
Isaid. May I comment on my own statement ? 

Senator ELvenper. I would like to know what you did say. 

Mr. Rozertson. I did not mention 2 years in what I said. 

Senator ELLENpER. You meant before the war? 

Mr. Rosertson. No, I did not say that, either. Let me say what 
T said. 

Senator Ettenper. All right, proceed. 

Mr. Rosertson. I said that as we trained the Koreans to take over 
the defense of Korea where forces have to patrol an armistice line 
187 miles long, we were able to withdraw our own forces and bring 
our boys home; that we now have only two divsions left in Korea. 

Now, maybe you would like to have in the record how many divisions 
we have brought home, which I think would be extremely interesting. 

Senator Ettenper. Since when ? 

Mr. Roserrson. Since the armistice in 1953. 

I am not talking about the last 2 years. I said that we brought our 
forces home as we trained the Koreans to take their places. 

Senator ELienper. In the last 2 years everyone has withdrawn ex- 
ceptus? You know that. 

Mr. Rosertson. Of course I know that. Do you mean we should 
withdraw because of that ? 

Senator Exttenper. No, but I cannot see why we should carry the 
entire burden. Our allies, particularly those in Western Europe, 
should help us. 

TOTAL ALLIED TROOPS IN KOREA 


Mr. Ropertson. May I say one thing, that the 15 allied countries 
fighting with us in Korea, if my memory is correct, never had a total, 
aggregate total, of more than 35,000 troops in Korea. 

Senator Eitenper. Do you think that is shameful ? 

Mr. Rosertson. I think it is pretty bad. 

Senator Eiienper. It is terrible. 

Mr. Rosertson. What I want to emphasize is that the major burden 
in fighting the war in Korea was borne by us and we still have the 
major burden of keeping the Communists from coming in and taking 
over today. 

Senator Errenper. How long do you expect us to remain there 
training the South Koreans? Is there an end in sight? 

Mr. Rosertson. We don’t know whether there is, or not. It de- 
pends upon the Communists. If we had been willing to give South 
Korea to the Communists we should have decided that in 1950 before 
we had suffered 142,000 casualties and spent $18 billion of our treasure. 
We can walk out today and I guarantee if we walk out the Com- 
munist will walk in. 
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Senator Satronstauu. If they do what happens to Japan ? 

Senator Extenper. I have been told that Japan is getting stronger 
and stronger. I hope they are because we have been withdiawing 
from there. 

Senator Sa.ronstaLu. I am not a witness, but I will state to my 
colleague, it has always appeared to me that if we let the Communists 
take over South Korea it endangers the whole system of defense in 
the Far East. 

Senator Exrtenper. The same thing goes for Taiwan, Burma, and 
the other areas of Asia. There is no doubt about that. 

I understand that, but it seems that no effort is being made to get 
our allies, whom we have helped so much, to assist us. We are carry- 
ing this whole burden. 

n my humble judgment, if we continue at the present rate, we 
will simply destroy our way of life without a shot being fired. 


DEFENSE SUPPORT IN KOREA 


Now, let us take the so-called defense support in Korea. You are 
requesting $270 million for fiscal year 1958, compared with $296.6 
million in fiscal year 1957. Is that correct? 

Mr. Moyer. Yes,sir. 270 as against 300. 

Senator ELtenper. What is that? 

Mr. Moyer. As against 300. 

Senator Errenper. These figures show $296.6 million. 

Mr. Moyer. There was an additional item which the Congress ap- 
proved for dependent housing. That makes up the difference to 300. 

Senator ELtenver. How much do you have in the pipeline 4 

Mr. Moyer. Mr. Murphy hasthe pipeline figures. 

Senator Extenver. Let us first state the unobligated balances as of 
June 30 of this year. What did you have unobligated ? 

Mr. Murrny. Nothing, sir. It was fully obligated. 


OBLIGATIONS INCURRED 


Senator Ettenper. Now, can you give us the amount obligated in 
the last 60 days of fiscal year 1957. 

Mr. Murruy. I could supply it for the record, Senator. 

Senator ELtenper. Suppose you give us the obligations for each 
month of fiscal year 1957. Would that be too difficult ? 

Mr. Murrrry. No, sir. 

We will be glad to do that, Senator. 
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(The information referred to follows) 


Korea defense support obligations during fiscal year 1957 
[In millions of dollars} 


Month 


1956—J uly 
August 
September 
October 
November 
December 


Subtotal 


Total (12 months) 
1 Does not include $3.4 million obligated for OEC dependent housing. 


UTILIZATION OF FUNDS 


Senator Extenper. What is your plan for the utilization of the 
$270 million ? 1 
Mr. Moyer. Senator, we expect to spend $210 million of that for 


salable commodities. 

Senator ELLenpEr. Salable commodities such as? 

Mr. Moyer. Such as various kinds of agricultural products. It 
would be cotton, sugar, possibly some dairy products, 

Senator ELLenpER. Wheat ? 

Mr. Moyer. Certainly wheat. There will be such things as petro- 
leum products, textiles, various types of machinery, spare parts, 
metals, some kinds of chemicals. Fertilizer will be a very large item. 

Senator Ettenper. And that amount is being spent, is it not, in the 
same manner as in previous years and for almost the same purposes? 

Mr. Moyer. For the same general purposes, part of the local cur- 
rency sales proceeds for direct support of the military budget and 
items that are in it; part in order to help meet the local currency costs 
of certain projects. 

Senator ELttenper. You mean counterpart funds will be used for 
that purpose ? 

Mr. Moyer. Yes, sir. 

Senator E,tenper. Will you be able to name some of the projects 
that will be furnished with counterpart funds? 

Mr. Moyer. One of them, of course, will be such things as the rail- 
ways and highways that we are helping to construct. They are in 
a programs. There are a number of medium- and small-size in- 

ustries which we are assisting, mostly through private enterprise, for 
which some local currency also is required. 
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That will come out of the counterpart fund. There also will be 
what remains of power projects that we have been helping with, that 
have a local currency cost. 

Senator Extenper. Can you be a little more specific about your 
power projects ? 

Mr. Moyer. The earliest one was the Hwachon Dam. 

Senator ELLenper. How much are we going to spend on the Hwa- 
chon Dam ? 

Mr. Moyer. I am not sure of that. 

Senator Extenper. Do you not have the details? That is the pur- 
pose of these hearings. 

Mr. Moyer. This is a project we started 2 of 3 years ago. I don’t 
have the details. I will be very glad to supply them for the record. 
The cost of rehabilitating the Hwachon Dam is as follows: $9.7 mil- 
lion for imported commodities and contract services, and the equivalent 
of $3.5 million in local currency for expenditures in Korea. 

Senator E,tenper. How many powerplants have we erected? 

Mr. Moyer. In addition to this Hwachon project, 4 existing power- 
plants have been or are being rehabilitated and 3 new plants with a 
total capacity of 100,000 kilowatts, have been constructed. - 

Senator ELtenpver. Who operates those ? 

Mr. Moyer. The Koreans operate them with some technical 
assistance. 

Senator Ertenper. When you say the Koreans, do you mean the 
Government ? 


Mr. Moyer. They are operated as Government enterprises. 


PROCEEDS FROM SALE OF POWER 


Senator Ettenper. Now, what becomes of the proceeds? 

Mr. Moyer. You mean the proceeds from the sale of the power? 

Senator ELLenper. Yes, sir. 

Mr. Moyer. That goes into the Government budget. 

Senator Eiitenper. Do you know the rates charged for electricity ? 

Mr. Moyer. The specific rates I don’t know, but I do know over the 
past year they have been increased by an average of about 100 percent. 

Senator Ettenper. Do you know why ? 

Mr. Moyer. Well, there has been a good deal of pressure put on. 

Senator Ertenper. Who do you think put on that pressure ? 

Mr. Moyer. Senator Ellender helped. 

Senator Exrenper. I have been there during the last 2 years and I 
have applied every pressure possible to have these rates increased. 

Mr. Moyer. I would like to say also that a number of us have been 
interested in this and have been putting on pressure and the rates are 
still probably lower than they should be, but they are as high as the 
Government felt they could get. They had to be passed through the 
assembly and the Government has promised during this year to make 
another effort to raise them further. 


ELECTRIC POWER RATES 


Senator Tarr. Mr. Chairman, may I ask a question at this point. 
It will be interesting to me because I know the economy of Korea is 
slightly different from the economy of the United States and, there- 
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fore, if the record could show what are the electric rates by the utility 
that is solely operated, owned and operated by the Korean people, 
or the Korean Government, exclusive of this project that is one 
financed and assisted by the United States, that way I could find out 
whether we had subsidized and permitted the generation of elec- 
tricity far below that of private enterprise, or utilities operated by 
the Korean Government. 

Mr. Moyer. We can supply that for the record, Senator Thye. 

(The information requested follows :) 

Privately owned power plants in Korea are limited to generators of small 
kilowatt capacity that are suitable only for isolated villages. The rates charged 
by these small local installations are not available. There is no competition 


between these small plants and the Government-controlled systems. There is no 
difference in the rates charged by Government-controlled plants, whether ICA 


assistance was provided or not. 

Senator Extenper. Let me say this to you: The information that 
I gathered last year was that the charges did not even pay the ex- 
pense of generating this electricity. I took the matter up with Presi- 
dent Synghman Rhee and what was his answer: 

Senator, it is a political question. The rates have to be fixed by the legislature 
and I can’t get the legislature to act. 

The same thing applies to the Korean railroads. Can you tell me 
why it is necessary for us to subsidize these railroads, Mr. Moyer? 

Mr. Moyer. I would like to, Senator, but first, if I may make a 
comment on Senator Thye’s statement to wind that up. 

Of course, the local cost of labor and various other items may not 
be the same as in the United States; therefore, a direct comparison 
with rates in the United States would not necessarily indicate whether 
or not Korean power rates are adequate. 

Senator TrHyr. Dr. Moyer, that was the reason for the question. 
We know the economy of Korea is not comparable to the economy of 
the United States. The only way to try to get a comparison that 
would be equitable and somewhere in balance would be the rates 
that would be charged by utilities strictly owned by the Korean peo- 
ple or by the Korean Government so that we could get a comparison 
with those that were Korean plants in comparison with a plant that 
had been constructed under the United States assistance program. 

By that manner I thought we could get a sort of general knowledge 
of whether this plant that we had assisted in constructing—we, the 
United States—was being used for political purposes or whether the 
rates charged from generation or from this installation would be com- 
pane to the rates charged by a utility owned privately or by the 

<orean Government. 

Mr. Moyen. There is not one, there are 3 new power-plants that we 
have constructed and 5 that we have helped to rehabilitate. 

Senator Tuyr. Does the Korean Government have any generation 
of electricity aside from the projects that we have assisted here? 
They must have had some electricity before the Korean conflict? 

Mr. Moyer. They did; yes, sir. There must be certain smaller units 
throughout the country. The ones I have been talking about are 
the major sources of power. 
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EFFECT OF JAPANESE RULE ON KOREAN ECONOMY 


Senator Tuys. We know that the economy of Korea has suffered 
under the Japanese rule because the mountainsides have been denuded 
of all their forests. It isstanding there naked asa sidewalk. Weknow 
that the erosion was the most devastating to the valleys because of the 
denuded mountainsides and many a rice paddy would be flushed out 
the first heavy rain that struck. 

We know all these things existed in Korea and on which the United 
States. Government has endeavored to assist. in order to bring back 
a sort. of normal status to the Korean people because I was there when 
I saw valley after valley that had been absolutely denuded by flood- 
waters that had taken out all the rice paddy dikes and that we were 
putting up earthen dams to try in some manner to prevent the floods. 

At the same time our agricultural agents were busily engaged in 
trying to grow a fibrous plant on the denuded mountainsides so as 
to stop the erosion first, and, secondly, to give a fibrous plant which 
the Korean folks could use as a fuel. 

Because they were even digging the roots up and raking up every 
bit of vegetation in order to get any kind of fiber, either for fuel 
or for bedding for their livestock. 

I saw that. with my own eyes. For that reason I have interested 
myself in this question because we either had to get those mountains 
covered with vegetation or your floods were going to take out the rice 
paddies just as fast.as they were constructed. 

That is what I saw and that is the reason why I am trying to follow 
you and to follow the question of how have we spent our money over 
there. 

Mr. Moyer. That program, Senator, has been continued. 

I was over there a few months ago and I also went out on the hills 
there. We are pushing right ahead. 

Getting back to the question of rates there is one other point I would 
like to make. ‘There is a question also as to the capability of paying, 
hew much can the Korean people pay for these different services. 


LOW WAGE AND SALARY SCALES 


Now that applies both to electricity as well as to transportation, 
railways, and soon. One of the reasons, and I would like to emphasize 
this, one of the reasons why the Government has been reluctant to 
move on this has been the very low wage and salary scales of their 
people, including the civil servants. 

Rightly or wrongly, they felt this is one way by which they could 
to some degree compensate. As we all know, the salaries paid to civil 
servants are pitifully low. Wages generally, labor and so on, are 
equally low. 

And the Government felt that here was a way in which they could 
help this situation. 

Now, one might not like that argument and they are making definite 
improvements, but that was one of the important reasons behind this. 

Senator Exn.enper. How many new powerplants have we con- 
structed ? 

Mr. Moyer. For electricity ? 

Senator ELtenper. Yes. 

Mr. Moyer. Three new ones. 
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Senator ELLenper. And you have rehabilitated two? 

Mr. Moyer. No, sir; five including Hwachon. 

Mr. Murpuy. I believe the Tangin Ri station which was originally 
a Japanese station had one generator and we added on an addition. 

Senator Ettenper. Can you offer any excuse, why the rates should 
not.be sufficient to at least pay for the expense of running the facility 
we built ? 

Mr. Moyer. Senator, we think they should be. It is a question of 
how rapidly the Government can move. They also have their limita- 
tions as to how they can get these things passed through their assembly. 

They have made what we think are very excellent efforts over the last 
year. It is more a practical question. 


INCREASES IN UTILITY RATES 


I agree with you in principle that the rates should be raised. I have 
here the increases that have already been made.. In communications, 
for instance, their telephone and telegraph rates have been increased 
180 percent over previous rates. 

Senator Ettenper. When was that done? 

Mr. Moyer. This was done at the end of December 1956. 

Their rail transportation passenger rates were increased 85 percent. 

Senator Ertenper. When was that done? 

Mr. Moyer. This was all at the same time. 

Freight rates, 160-percent increase. 

In electric power, charges to the distributing companies were raised 
150 percent and their rates to the consumer, in turn, were increased 50 
percent. 

Senator ELtenper. Have you figured out how much more revenue 
these increased rates will bring to the Government of Korea? 

Mr. Moyer. I will put it this way: If the increase in rates had no 
other effect, if this did not make it necessary to increase salaries and so 
on, an estimate has been made that operating losses for 1957 might be 
reduced to $30 million. 

Senator ELtenper. Compared to the old rates? 

Mr. Moyer. Yes, sir. 

Senator Errenver. Now, that being true, why did you not decrease 
the amount of money that we are to furnish by at least that amount? 

Senator Satronstaty. Could I interrupt for a question ? 

Senator Exrenper. Certainly. 


KOREAN PRODUCTIVE ECONOMY 


Senator Sauronstatt. What is the total productive economy of 
South Korea as compared, for instance, with the figure of $433 billion 
that we have in this country? What is the total productive economy 
in Korea? 

I ask that to find out what percentage of that productive economy 
we furnish in defense support. 

Mr. Moyer. The estimated gross national product as of the end. of 
1956 was $1.740 million, 

Senator Sarronstaty. $1,740 million, and of that in defense assist- 
ance which would go into the economy of the country, we put in last 
year ———— dollars and this year we are putting in dollars. 
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Are those figures correct? Those figures are approximately cor- 
rect ; are they not? 

Mr. Moyer. That is military assistance. 

Senator Sauronsrany. 296 million as opposed to 270 million 
through—— 

Mr. Moyer. For total military—there is military assistance plus 
defense support—one of those is military assistance, the other is de- 
fense support. 

Senator Sauronstatt. So that we are furnishing 270 as opposed to 
$1,740 million, which is a little less than 15 percent. 

I bring that out, Senator Ellender, with the though that if they paid 
the full rate we would probably have to stick it in somewhere else. 
That is what I have in mind, to keep their economy going. 


SUBSIDIZING OF RAILROADS 


Senator EL.enper. Do you have the amount we contributed to the 
railroads in 1956? 

Mr. Moyer. No, sir; I don’t have that specific figure. 

Senator Eitenper. I talked to the manager there, and he expressed 
the view that'it was unconscionable for the railroad rates not to have 
been raised sufficiently to at least pay the expenses. 

As I remember, we subsidized the railroad by contributing $38 mil- 
lion to their operating expenses. 

Mr. Moyer. I don’t know whether that $38 million figure is correct 
or not. That sounds very high to me. 

On the other hand, there is this: I favor proper rates and we are 
pushing to get proper rates as fast as we can. 

Senator ELLeNpEer. When you say “favor proper rates,” what do you 
mean? Do you mean rates that would not only take care of operating 
expenses, but also the amortization of the plant? 

r. Moyer. Yes, sir; in Taiwan that is what we are trying todo. I 
am not sure I agree with that in Korea at the present time. 


PRESSURE FOR PAY RAISES 


Now, I favor this, but I am not sure what the effect will be. There 
has been a lot of pressure, as Captain Robbins and others here can 
testify, to keep raising the pay of the soldiers and there has been equal 
pressure to raise the amounts paid to civil servants, and if other costs 
increase, these pressures are also going to increase and for what we 
save in one we may have to put out in the other. 

I don’t know what the total balance will be in the end. 


REDUCTION IN KOREAN PROGRAM 


Mr. Ropertson. I would like to call attention to one item that we 
should not overlook. We are gradually and sharply reducing our 
Korean program. It was million dollars in 1956. For this 
fiscal year of 1958 we are asking for million dollars. That is 
a reduction of 175 million dollars in 2 years. 

So we are making progress and are reducing our support. 
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FINANCING FLOUR MILLS 


Senator E.tenper. How much money is included in this bill to 
finance the flour mills, contributed by us? 

Mr. Moyer. There is nothing in this bill for additional financing 
of flour mills. 

Senator Ertenver. But we have provided funds for the construction 
oi four flour mills. Is that correct ? 

Mr. Moyer. I think that is correct. 

Senator Ettenper. Who owns those mills? 

Mr. Moyer. They are all privately owned. 

Senator Ertenper. That is recently ? 

Mr. Moyer. No, sir; from the beginning. 

Senator ELienper. From the beginning? 

Mr. Moyer. Yes, sir. 

Senator Eixenper. Are you sure of that? 

Mr. Moyer. I think I am sure of that because we looked into that. 


WHEAT PRODUCTION 


Senator E,tenper. How much wheat is produced in Korea? 

Mr. Moyer. I do not have the precise figure, but I shall be glad to 
provide it. 

Senator Eiienper. Not a pound. 

Mr. Moyer. No, sir; there is a substantial amount of wheat raised 
in the wintertime particularly on the uplands, not on the rice paddies 
down below. But there is a substantial production of wheat. 

Senator Eittenper. What is the amount of wheat produced there? 

Mr. Moyer. I am sorry; I don’t have the figure. 

eet Extenper. It is so small. Wheat is something almost new 
there. 

Mr. Moyer. I don’t believe so, Senator. 

Senator ELitenper. Well, I must have gotten bad information then. 

Mr. Moyer. All through that area and Japan, and in China, which I 
happen to know very well, wheat is one of the major crops. I am not 
sure what the production is in Korea. 

Senator Tuys. Your total agricultural land area in Korea is only 
23 percent of the area. For that reason they are not going to grow 
too much wheat. They are going to grow more of the vegetable and 
that edible crop. 

Senator ELLenper. Rice. 

Senator Ture. Rice and the edible crops. Wheat is one of their 
upland crops. 

Mr. Moyer. That is correct. 

Senator Ture. But they could not get the production from wheat 
on the lowlands that they could from either rice or the vegetables 
which are a ready edible crop. 

I was just going to say that I question whether you would get a 
very large wheat production in that area because of the climatic 
versus the nature and the eating habits of the people. 

Mr. Moyer. I think it is not very large production, yet I believe it 
is a substantial item, and I believe it is a crop they have been raising 
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for some time. I do not have the precise figures but will be glad to 
provide them, 
(The following information was submitted :) 


Wheat production in South Korea is as follows: 
Year: 


Senator Ettenper. I received information that there were no wheat 
flour mills in Korea until we came into the picture. The justification 
announced for the erection of those four flour mills was to increase the 
production of bread so that Korea would have more rice available for 


export. 
INCREASE IN WHEAT CONSUMPTION 


Mr. Moyer. The consumption of wheat, Senator, as I am sure you 
learned when you were out there, all over this area, has been increasing 
rapidly over recent years. 

Senator E.tenper. I agree with you because we have been giving 
them boatloads of wheat. That is included in this program. We 
have been furnishing wheat and we have built the flour mills for them. 

Of course, they are bound to increase the consumption of bread, 
and I am glad of it. 

But it strikes me that doing all of this at our expense is something 
that cannot be defended. 

Mr. Rosertson. Senator, you have long taken an interest in Korea 
and I am sure you would be interested in this 

Senator Eittenper. Not only Korea, the entire world. 


GOVERNMENT REVENUES IN KOREA 


Mr. Rosertson. All right, I will include the world, but we were talk- 
ing about Korea. I am sure you will be interested in this figure. 

Government revenues in Korea, exclusive of United States aid, 
amount to 22 percent of their gross national product, which is the 
highest in all of Asia, according to my information. 

In the United States our Government revenues are about 27 percent 
of our gross national product. —. 

To come back to what I said earlier, that would show you that as 
far as the gross national product is concerned, the Government is not 
being cheated out of revenues, relatively speaking. 

Senator E.ttenper. No, but Mr. Robertson, as I have said before, 
this GNP is just a phony when used for comparative purposes, Gross 
national product could be increasing while actual production is de- 
creasing. 

Mr. Ropertson. I was taking Government revenues as a percentage 
of GNP. 

Senator E.itenper. I understand what you are talking about, but 
when you state that 70 percent is used for defense 

Mr. Rorerrson. Sixty-eight and some fraction of a percent. 

Senator ELtenper. What is included in that? 
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Mr. Moyer. That is the cost of the security forces, that includes 
military plus their various police forces. 

Senator ELrenper. You mean in cities and towns? 

Mr. Moyer. Cities and towns, but it covers more than that. 

Senator Etrenper. Why give us a figure like that? You are includ- 
ing many items that are not military. 

Mr. Moyer. But is that not a logical figure? 

Senator Erienper. If we did the same thing i in our country, it would 
be a great deal more. I do not think that is a “fair comparison. 

Mr. Moyer. These are forces which are essential to maintain se- 
curity. 

Furthermore, it takes out of the budget the items which are not 
productive—these are for various kinds of security forces. That leaves 
only 32 percent for all other purposes. 

It seems to me there is a good deal of logic in this figure in trying 
to understand what is happening i in the Korean situation. 

Senator Ettenper. How much money have you in this budget to 
take further care of small business? 

Mr. Moyer. Sir? 

Senator Eitenver. I say, how much money do you have in this $270 
million to take care of the small business ? 

Mr. Moyer. I can give you that figure. It is less than $1 million. 


RUBBER PLANT 


Senator E1cenper. What about that rubber plant that was built out 
there? Do you have any money in there to operate that organization ? 

Mr. Moyer. There are no dollar funds. 

Senator Eititenpver. Do you know the present condition of the plant ¢ 

Mr. Moyer. Yes, sir. I visited that plant last April and they seem 
to be making a good deal of progress. 

Senator ELtenper. Are they self-sustaining now ? 

Mr. Moyer. They expect to be. 

Senator E.ienper. But are they self-sustaining now? They were 
supposed to be last year when I visited there. The plant was being 
operated by someone who said that in order to keep matters up it would 
be necessary for the Army to buy tires from them. 

Mr. Mover. Of course, they have to have somebody to buy their tires. 
1 asked them this question. They expected they could operate at a 
profit. It is under private management. 

If they are not operating at a “profit, they are handling it in some 
way, and they expect to come out all right. I did not ask them pre- 
cisely whether as of that date they were operating at a profit. 

Senator Exienver. You say there is no money in this budget for 
that purpose ? 

Mr. Moyer. No, sir. 

Senator Errenper. Have you anything in the pipeline to further 
assist them ? 

Mr. Moyer. I could not answer that without checking. That plant 
is built and operating. They are making tires they think will be quite 
satisfactory even on the rough Korean roads. 

The plant is completed, and I think there is no additional money 
for it in the pipeline or the new budget. 

94737—57——24 
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REVOLVING FUND FOR FINANCING SMALL BUSINESS 


Senator Exxenper. Has a revolving fund been established for the 
repayments on loans made to small businesses ? 

r. Moyer. Iam not sure, but I believe a revolving fund has been es- 
tablished. These funds do come back, and they are taken into account 
in all estimates of loca] currency requirements. 

Senator E.tenper. So that the proceeds from all loans come back to 
the Korean Government ? 

Mr. Moyer. Yes, sir, and they reduce the need for additional assist- 
ance purely for local currency. 

Senator E:ienper. Does the same thing apply in China? It is my 
recollection that we were talking about establishing a revolving fund 
there. 

Mr. Moyer. Yes, sir. 

Senator Ettenper. And that has not materialized yet ? 

Mr. Moyer. I believe it has begun. I heard the other day, I believe, 
that already under this fund—these are small loans, as you indicated; 
but over 100 loans have been made under that fund. 

Senator Ex.enper. Will you give us a breakdown showing how this 
money will be spent ? 

(The information requested appears in the Classified Presentation 
Books. ) 

Senator Eitenper. As you are probably aware, up to 2 or 3 years 
ago, most of the industries that we assisted in Korea were either Gov- 
ernment owned or Government controlled. They operated them with 
technicians furnished by us, and because of the complaints by me and 
others, ICA finally succeeded in getting someone, some local people, 
to take over their operation. 

I made the point then, as I make now, that although a good many 
of these industries are presently in the hands of so-called private in- 
dustry, that if the real truth were known these industries are still con- 
trolled and/or owned by the Government. 

Mr. Moyer. Senator, on that last point, I would have, of course, to 
disagree. 

Senator Ettenper. You mean as to now? 

Mr. Moyer. For some time. 

Senator Ertenver. Well, not over 2 years. 

Mr. Moyer. Well, perhaps not over 2 years, but our aid to industries 
has been furnished for only a little over 2 years. 

Senator Extenper. In any event, that program has been changed 
to the extent that you are not making direct grants to the Government 
in order to operate any of the industries there. 

Mr. Moyer. Not for these small- and medium-size industries, Of 
course, such things as railways 

Senator Ertenper. I understand that. 

Senator Savronstati. Would the Senator yield for one question 
on that subject ? 

Senator Exienper. Certainly. I do not want to take all the time, 
Senator. Break in any time you want to. 

Senator Sattronstatu. Thank you. 

Mr. Chairman, I would like to ask Mr. Robertson or one of his as- 
sistants this question : 
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QUESTION OF POLICY 


Are not these questions of how much we put into Korea, into Taiwan, 
into Vietnam, and these other countries, a question of policy as well 
as a question of economics? 

I think the thing that impressed me the most in the country of Laos 
was that Laos was raising $8 million in taxes, were spending $16 mil- 
lion, and we were putting in $40 million. 

Now, that was 2 years ago. Those figures stuck in my mind be- 
cause it just showed if we dropped out of those countries, or even cut 
down materially, the whole country would be turned over to the 
Communists. 

It is the same way in Korea. I do not say it is so much so in Taiwan, 
but in Cambodia, Indonesia, and other countries where we are perhaps 
doing less than in these two, it is a question of broad general policy 
as to how fast we can cut down on our assistance. 

You are cutting down in Korea. I do not know whether you are in 
Laos or Cambodia, or not. 

Mr. Rosertson. I think we will all agree that in Korea we are still 
dealing with a country which was destroyed and devastated just a few 
years ago and that whatever improvement has been made, they still 
have a long ways to go. 

There is widespread poverty there and they need almost every- 
thing. You were talking about Government revenues. Well, the 
Government is spending, as we said before, nearly 70 percent, 68.7 per- 
cent, for defense purposes. This includes the police forces necessary 
for internal security. That leaves only 30 percent for all the other 
obligations and responsibilities of government. 

Now, there is no way in which an army of 700,000 can be maintained 
in Korea, I mean a Korean Army, without our helping these people 
with the burden that this army imposes upon their economy. This is 
a little country of 22 million people. Unless they were posed with this 
dire Communist threat north of the 38th parallel, they would prob- 
ably have an army of 50,000 to 100,000 troops instead of 700,000 troops. 


INFLATIONARY EFFECT OF LARGE ARMY 


This is an extremely uneconomic operation. They are taking young 
men out of productive enterprise and putting them in the army. The 
whole process of maintaining an army of this size in Korea is highly 
inflationary. 

We can only just hold our own in Korea, and help to keep inflation 
from blowing up the whole program. 

Senator Sarronstatu. It is a policy we built up after the war, as a 
result of World War II to try to make World War II mean something 
to our security in the long run. 

Mr. Rosertson. And particularly in Korea where we have not ter- 
minated the war. We have only terminated the fighting by a cease 
fire. The Communists have persistently refused a political settlement 
except on terms that would stigmatize the United Nations as being the 
aggressors in Korea. 
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GENEVA MEETINGS 


I was in Geneva for 2 months during the Korean conference in 1954. 
Every time we had. a meeting, the Communists got up and flayed the 
United Nations as being the aggressors in Korea. They said that the 
United Nations were the aggressors and therefore they had no compe- 
tence to supervise general elections for the unification of the country. 

After 2 months of these frustrating meetings we gave up and came 
home, because ‘hey stood firm expecting us to cave in and accept terms 
which would stigmatize the United Nations as being the aggressor and 
therefore without competence to supervise elections. 

Senator SaLronstaLu. I have great respect for the detailed knowl- 
edge of my colleague, Senator Ellender, on these various countries, 
particularly the questions he has gone into today. It shows he has 
studied the situation very thoroughly, but I cannot help feeling that 
over it all is a question of general policy which we either have to say 
yes on or sustain or gradually reduce or say no on and lose a lot of 
results for which we gave the lives of a lot of our boys. 

Mr. Rosertson. I think that is true. 

I just want to emphasize that in Korea we have a different situa- 
tion than we have in any other country in the world. We know what 
we are doing there is uneconomic. But it is less nneconomic than war. 
We are holding the line in an unresolved war which has been termi- 
nated only by a cease fire. No political settlement has yet been 
achieved. 

As long as the Communists pose the threat, they call the tune and 
we can’t get out even if we would. 

Senator SauttronsTaLy. You carry on that same policy in Laos and 
Cambodia, Indonesia and Burma, and those countries to a lesser 
degree ? 

Mr. Rosertson. That is right. We do it there, not that we have 
enemy opposing forces across an armistice line, but because if we 
withdraw our support those countries would inevitably fall into the 
Sino-Soviet orbit, and very quickly. 

Senator Satronstaty. Thank you, Mr. Chairman. I said that be- 
cause, as the Senator from Louisiana knows, he and I differ a little 
bit on some of these economic questions. 


POSSIBILITY OF SELF-SUSTAINING ECONOMY IN KOREA 


Senator Eiienper, Senator, we are not too far apart. As a matter 
of fact, I will say this now, that Korea can never be made self-sustain- 
ing. 

Senator Sartonstati. South Korea. 

Senator Errenver. That is what I am talking about. The resources 
are just not available to make the economy of South Korea self-sus- 
taining. 

Mr. Rorertrson. Senator, one of my colleagues reminds me for the 
record to indicate that we have no military programs or defense- 
support programs in Indonesia or Burma. 

Senator Exrrenper. That is right. When Senator Saltonstall men- 
tioned Indonesia, I was going to say that all you have there is a tech- 
nical-aid program and it does not amount to much. 
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Mr. Rosertson. We authorized a loan of $15 million. 
Senator Evzenper. Have you recently visited in Taiwan? 
Mr. Moyer. Yes, sir. 


GLASS FACTORY AND SUGAR MILLS IN TAIWAN 


Senator Extenper. Will you tell us about the glass factory that 
we built there? How is it progressing? 

Mr. Moyer. It is privately owned and operated. They had, as you 
are aware, a little trouble at the beginning. 

I did not visit this particular factory on this occasion, but I heard 
that they were picking up and were gomg to make quite a good go of 
it. I will say I did not visit it, but the general impression I got was 
this was going along. 

Senator ELLeNpER. Will the money that is being spent to rehabilitate 
the sugar mills be repaid to the Government of Formosa or to a revolv- 
ing fund? 

Mr. Moyer, It will go back to counterpart funds. 

Senator ELtenper. But there is a revolving fund ? 

Mr. Morer. When it gets to the counterpart fund then we agree with 
the Chinese Government how to use it. 


REVOLVING FUND TO AID SMALL BUSINESS 


Senator ELLenver. Going back to Korea, do you not think it would 
be a good idea to establish a revolving fund there to take care of the 
repayments made on loans to small business? 

Mr. Moyer. We have considered that from time to time. One dis- 
advantage of it is that loan proceeds are tied up. It might be that 
the situation would change and you would want to use some of that 
money for other purposes, 

(Discussion off the record.) 


DECREASE IN FORMOSA PROGRAM 


Senator ELtenper. Now, in the case of Formosa, I notice there has 
been a decrease in military aid of almost $15 million over last year. 

Mr. Mover. That is correet. 

Senator Ettenper. Can you tell us how much money is in the pipe- 
line for military purposes? 

(Discussion off the record. ) 

Senator Extenper. What has been the total amount spent there since 
the beginning ? 

(Discussion off the record.) 

Senator Exxenper. And of that amount you still have in the pipe- 
line? 

(Discussion off the record.) 

Senator Eutenper. You are adding to that ———-? 

Colonel Crrrz. That is correct. 

Senator Ettenper. Now, is this sum being used to buy new weapons, 
or to replace those you have? 

Colonel Crirz. Primarily a replacement program. There is prac- 
tically nothing for new weapons in the program, sir. 
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ASSISTANCE TO OLD SOLDIERS 


Senator Ettenper. How much of the $68 million is being used to 
support the GI bill of rights for the old soldiers in Formosa ? 

Mr. Moyer. All that we are doing under that program, which, inci- 
dentally, I would like to explain is not exactly a GI bill of rights. 

Senator Extenper. We call it that. It is to help old soldiers. 

Mr. Moyer. All the money being spent on that comes within the 
$48 million originally made available in 1955, 

Senator Eitenper. Do you still have some of that left? 

Mr. Moyer. We still have some projects in the 1958 program. We 
expect them to be wound up or substantially wound up by June 30, 
1958. There may be a small carryover, but not much. 

Senator Extenper. Therefore, not one penny of the $68 million re- 
quested will be used for that purpose ? 

Mr. Moyer. There will be some projects within this $68 million, but 
they are still within the original amount made available for this pur- 

ose. 
. Senator Extenpver. What do you mean, “some projects” ? 

Mr. Moyer. Well, when this money was first made available, this 
was at the time when the French forces were defeated in Indochina, 
when there was considerable uncertainty in the whole area, and the 
Chinese Communists were beginning the buildup on the mainland 
that Secretary Robertson has referred to. 

There was a good deal of uncertainty, and I believe there was a feel- 
ing on the part of some members of the committee that we ought to do 
more to strengthen the forces on Formosa. 

At that time this amount was set aside. We immediately began 
planning, considering how best to spend it. We decided that this was 
the purpose that would be most useful. There were a number of 
soldiers who were ill, overaged, or recovering from wounds, and as 
long as they were in the forces they were contaminating other soldiers 
with TB and other diseases, and they were naturally not very good 
soldiers. 

So it was decided to use the money for that purpose. 

Now, we were not able, and should not have obligated all this 
amount for specific projects in that year because time was needed to 
develop them more carefully. 

So what we did, we obligated in 1955 the amount for local currency 
and just a small amount for projects. Then we brought up into the 
1955 program other projects which were originally scheduled for the 
1956 program and then the next year we substituted some of the 
projects involved in the retired servicemen’s program. 

That is the way we have operated it. 

Senator Exienper. But the total amount to be spent for that pur- 
pose is not to exceed $48 million ? 

Mr. Moyer. That is correct. That is just a way of handling it 
which would seem to make sense under the circumstances. 


FUNDS FOR NEW DAM AT SHIHMEN 
Senator ELtenper. How much have you obligated so far in the erec- 


tion of the new dam at Shihmen ? I believe that we were to furnish 
around fourteen or fifteen million dollars. 
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Mr. Moyer. That is the estimated total direct dollar cost and the 
Chinese are going to fund the local currency cost of about $25 million, 
as I remember. 

Senator ELLeNprer. They were going to use counterpart funds for 
that purpose ? 

Mr. Moyer. No, sir; not counterpart. 

Senator ELLeNpER. Well, some ? 

Mr. Moyer. If so, only minor amounts. 

Senator ELtenver. In my opinion this is a project which could have 
been erected and paid for out of the proceeds from the sale of electric- 
ity. It could have been made not only self-sustaining, but ultimately 
paid for out of proceeds from the sale of electricity. 

Why wasn’t a thing like that done? Can you tell me? 


FUNDS ON LOAN BASIS 


Mr. Moyer. I might say this, that year and the previous year the 
Chinese Government took $20 million on a loan basis. Twenty million 
dollars each year. 


Senator Ettenper. A loan basis? 
Mr. Moyer. Of the aid provided to China, on Taiwan, $20 million 
dollars was on a loan basis. 


Senator ELtenper. But not for the purpose of building this partic- 
ular dam. 

Mr. Moyer. The way we have handled it has been generally not only 
in this country but in others, to ask the government to assume respon- 
sibility for repayment. 

Generally there are a good many advantages to that and I think it 
is a good system. 

So we don’t tie it to any specific project, but the Government is 
obligated to repay $20 million worth of the aid received that year. 

Senator Ettenper. When you say repay, will that be paid direct to 
us in hard money, or will it be used on the island to further expand the 
economy ? 

Mr. Moyer. Under the general loan terms a country may elect 
whether it repays on a dollar basis or on a local-currency basis. If it 
is on a dollar basis they pay 3 percent interest. If it is on a local- 
currency basis they pay 4 percent. 

Senator Ettenper. You mean the loan part? 

Mr. Moyer. The loan part. 

Senator ELtenper. How much has been repaid; do you know? 

Mr. Moyer. Well, the terms provide for repayment to begin in the 
fourth year. Our first loan was made against the fiscal year 1955 
program. We have not yet reached the time when repayment would 
normally be made. 

Senator Ertenver. Why couldn’t the Shihman Dam be handled on 
that. basis? 

Mr. Moyer. This is a project for which the total financing has not 
yet been discussed with our people on Formosa, our people, and they 
with the Chinese. We have made available a portion of the dollar cost. 
It is possible that the balance of it will be worked out on a loan basis. 


Senator Extienper. It is too late now. You have already bound 
yourselves. 
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As I recall, you put up.all but $414 to $5 million. 
Mr. Morrr. We obligated during 1957 only the portion for 1957. 
Senator Extenper. How much have you obligated up to now? 

Mr. Moyer. $7,800,000. 

Senator ELLEnper. How much is there left to be spent ? 

Mr. Moyer. The difference between this figure and approximately 
15 million. 

Senator ELttenver. How much of your present request will be used 
to further finance this enterprise ? 

Mr. Moyer. We have tentatively not included this in the amount 
requested. We have, however, requested a certain amount for power. 

Now, it will be a question of which has the highest priority, which 
we think will contribute most to the defense effort. 

It is possible that this will be one of the projects included. As I 
said, our tentative thinking is that we will take other projects and 
this could come under the development loan fund. 

Senator ELLENpER. You mean the remainder? 

Mr. Moyer. Yes. 

POWER PROJECTS IN PROGRAM 


Senator Eitenver. Now, I understand that there is another power 
project hatching there, can you tell us about that one? 

Mr. Moyer. There are several other power projects. We have in 
this program proposed under defense support for power projects, of 
different kinds, approximately $18 million. 

Senator Extenper. Where is that one located ? 

Mr. Moyer. Part of it is to improve and increase the transmission 
and the distribution system. This will not be for a new power gen- 
erating plant. 

Another big part is likewise to improve the primary system. Ap- 
proxunately $10 million of this is for new power projects, one for hy- 
droelectric power, another for thermal power. 1 do not know specif- 
ically where it is intended these shall be located, but there have been 
a number of surveys in the past and there will be picked up out of 
those that have been studied the ones considered to be the most pro- 
ductive and to have the highest priority. 


DEFENSE SUPPORT 


Senator ELtenper. How much of the $68 million is in the category 
of defense support ? 
Mr. Moyrr. We are planning $40.5 million out of the $68 million 
tor nonproject commodity imports. 
Now, that leaves $27.5 million for dollar costs of different projects. 
Senator Ex.enper. Which would include these power dams? 
Mr. Moyer. That is right. 
Senator ELLeNper. Sugarcane production ? 
Mr. Moyer. No sugarcane. Less than half a million dollars is for 
agriculture. 
Senator Etnenper. What will the rest be used for ? 
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IMPROVEMENT OF RAILWAYS AND HARBOBS 


Mr. Moyer. Of the rest, a good deal to begin with would be used, to 
improve the railways and harbors. 

I was there in the early days and they repaired and rebuilt, and on 
a makeshift basis got things going. But with the new demand, mili- 
tary and all kinds of demands, this equipment has began to wear out. 
And certain new improvements in harbors have to be made in order to 
take care of shipping. 

So there is quite a substantial amount for that purpose, Senator. 

Senator ELLenper. I remember visiting the big harbor where we 
built the grain elevator, I think it is north of Taipei. There were two 
or three drydocks there that we had rehabilitated. 

AGREEMENT FOR OPERATION OF DRYDOCK 


I was given to understand that there was some kind of agreement be- 
tween the Government and Ingalls Corp. to operate the facilities. 

Has anything come out of that ? 

Mr. Moyer. This specific contract I am not familiar with. 

Senator ELtenper. I wonder if you would inquire about that. 

Mr. Moyer. I will be very glad to supply that. 

(The information requested follows :) 


STaTus OF ARRANGEMENT BETWEEN THE CHINESE GOVERNMENT AND 
INGALLS SHIPBUILDING CORP. 


The following information has been reported by United States Government 
representatives in Taiwan: 

The Ingalls-Taiwan Shipbuilding & Dry Dock Co. (a Liberian corporation), 54 
percent of the stock in which is owned by a United States firm, the Ingalls 
Shipbuilding Corp., has leased for a 10-year period the facilities of the Taiwan 
Shipbuilding Corp. (a Chinese Government enterprise). The lease became ef- 
fective February 5, 1957. Thirty-six percent of the stock is reported to be owned 
by the China International Foundation. The director of Ingalls-Taiwan is 
Adm. Charles M. Cooke, former commander of the United States 7th Fleet. 

The new company will construct in Taiwan 2 tankers of 32,500 tons each, which 
will be chartered by the Chinese Petroleum Corp. to carry crude oil from the 
Middle East to Taiwan. Financing for the construction of these tankers re- 
portedly will be provided by the Bank of America under an irrevocable letter of 
credit, and interim financing will be provided by the Bank of Taiwan. On June 
27, 1957, the Bank of Taiwan was reported to have signed a $9 million dollar loan 
agreement with Ingalls-Taiwan to provide, over a period of 2 years, $4.5 million 
in Japanese barter credit, $2 million in free United States dollar exchange and 

2.5 million in local currency. The interest rate is reported to be 5 percent. 


Chairman Haypen. Gentlemen, we cannot run very much longer. 

Senator Eiienpver. Is he coming back this afternoon ‘ 

Chairman Haypen. We are going to have Atomic Energy Com- 
mission here at 2: 30. 

Senator ELtenper. Senator, there is much more I would like to go 
into, if you do not mind. 

In South Vietnam, for instance, we have defense support, $225 mil- 
lion. I would like to go into that a little bit. 

Chairman Haypen. What I am getting at is, at the moment there 
is a statement here by Mr. Moyer and one by Captain Robbins that I 
think ought to go in the record. We will see that that is done. 
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PREPARED STATEMENT 


I can stay here a little while longer, but we have to come back at 
2:30. We will have to arrange for you gentlemen to come back at 
some later time and carry on. I will put these statements in the record. 

(The statements referred to follow :) 


STATEMENT OF Dr. RAYMOND T. MOYER, REGIONAL DIREcTOR FOR F'Ak East, INTER- 
NATIONAL COOPERATTON ADMINISTRATION 


Mr. Chairman and members of the committee, the mutual security program 
submitted by the President includes a total of $708 million for defense support, 
technical cooperation, and special assistance to free countries of the Far East in 
fiscal year 1958. This $708 million consists of: $668 million for defense support; 
$39 million for technical cooperation; and $1 million for special assistance. The 
countries to be aided with these funds are: Cambodia, China (Taiwan), In- 
donesia, Japan, Korea, Laos, the Philippines, Thailand, and Vietnam. 

The 668 million requested for defense support is about $115 million less than 
the amount programed for this type of assistance in fiscal year 1957, mainly as the 
result of the present more limited definition of this category of aid, which restricts 
such assistance to the economic aid essential to support of the military effort. 
Nearly 85 percent of the total $668 million is proposed for 3 countries in this region 
that have engaged in military combat with Communist forces since World War II, 
and now maintain large armies far beyond their own ability to finance: Korea, 
China (Taiwan), and Vietnam. If Cambodia and Laos are added, making five 
countries, the amount proposed comprises almost 95 percent of the total requested 
for the region. The balance is for programs in the Philippines and Thailand. 

The $39 million requested for technical cooperation is slightly higher than 
the level of assistance for the region in fiscal year 1957. A modest increase 
is proposed for the program in Japan. Increases also are planned in the assist- 
ance extended to Cambodia, Laos, Korea, and Vietnam, where serious deficiencies 
in technical and managerial competence still persist as a result of generations 
of existence under colonial rule. The levels of technical assistance proposed 
for the remaining countries are approximately the same or lower in fiscal year 
1958 than in prior years. Industry, public administration, and police training 
are important in some programs. As in the past, however, considerable at- 
tention will be paid to agriculture, health, and education. 

The $1 million of special assistance requested for fiscal year 1958 is for com- 
modity support to a police training program financed last year under develop- 
ment assistance, for which a total of $34 million was made available in the Far 
East in fiscal year 1957. 

The above proposals for aid in fiscal year 1958 assume that funds appropriated 
under the development loan fund also will be available to these 9 countries, and 
in addition to Burma, for projects in longer range development meeting the 
criteria established for assistance from that fund. Many of these countries 
have recently achieved their political independence and now are struggling with 
the economic and social problems involved in maintaining it. Success in their 
endeavors to accomplish this, and to reach the higher living standards to which 
their people aspire, can be achieved only through more rapid economic growth. 
So fundamental and serious is their need for economic advancement that the 
desire of the Government and people of many of the less-developed countries 
for such advancement ranks in importance with their desire to maintain in- 
dependence. Outside resources, in substantial volume, will be required to help 
bring this about. 


PROPOSED USES OF FISCAL YEAR 1958 DEFENSE SUPPORT FUNDS 


As defined this year, defense support is limited to the economic assistance re- 
quired to enable a country to support the military forces necessary to make its 
contribution to the common defense, without retrogression in the country’s 
economic condition. The need for and magnitude of such assistance thus depend 
directly on the level of forces maintained, and the economic conditions prevailing 
in the country maintaining the forces. They are not necessarily related to the 
proposed level of military aid. In order to assure achievement of the basic pur- 
pose of defense support aid, in Far East countries, assistance under this category 
must be provided in three different forms. 
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The first of these forms is the direct local currency contribution made to the 
military budget of the country or toward meeting the local currency construction 
costs of specific military facilities, supplementing the resources of the country 
available for these purposes. The amount in local currency programed for this 
purpose in fiscal year 1958 is the equivalent of about 46 percent of the total $668 
million proposed for defense support. Almost the whole of this amount is pro- 
gramed for the five countries around the periphery of Communist China, facing 
more immediately the threat of Communist aggression and supporting large 
armed forces far beyond their own ability to finance. Minor amounts are in- 
cluded to help meet the local currency costs of military construction projects 
in the Philippines and Thailand. 

The second broad form of assistance planned under defense support is for the 
improvement and construction of roads, airfields, telecommunications, and elec- 
tric power, that are required in order to increase the mobility and effectiveness 
of the military forces and maintain the stability of the economy. Approximately 
25 percent of the total funds proposed for defense support is planned for these 
types of projects, which are an important element in the defense support program 
proposed for each country. 

For a military effort to be sustained, it is necessary also that a minimum of 
political and economic stability be maintained. Plans for military operations 
where civilian populations are involved frequently include provision for the 
element referred to as disease and unrest. This recognizes that, to succeed, a 
military effort must take into account conditions affecting the people’s welfare. 
The need for recognition of this factor is particularly important in situations 
such as exist in a number of Far East countries, where sustained popular support 
for the military effort will be required over a period of years, and where Com- 
munist propaganda is constantly looking for sore spots, deeply felt by the people, 
which they can exploit for purposes of subversion. As has been seen in recent 
history in the Far East, a military effort under a government not responsive to 
the needs and aspirations of the people will not long have their support. With 
the present low living standards of the people and their intense desire for visible 
progress, governments must take action to create internal conditions that make 
it possible to maintain a satisfactory morale. The remaining 29 percent of the 
defense support funds is planned for projects related to this purpose. 

Initially, approximately $530 million of the $668 million total proposed for 
defense support in fiscal year 1958 will be used largely to import salable com- 
modities, which will generate the local currency to be made available for military 
budget support and for projects related to the defense effort that fall within the 
forms of assistance noted above. This means of providing local currency sup- 
port, therefore, serves also to provide a supply of essential commodities for sale 
on the local market, thus helping to reduce the danger of serious inflation. 

The principal commodities to be imported under this program are: bread 
grains, dairy products, cotton, soybeans, fertilizer, petroleum products, textiles, 
machinery and spare parts, electrical equipment, motor vehicles, coal, chemicals, 
pulp and paper, and iron and steel materials. Of the amount planned for such 
commodities, about $98 million is to be used for the purchase of surplus agri- 
cultural commodities from Government stocks, for which the Commodity Credit 
Corporation will be reimbursed. 


PAST PROGRAMS 


I want briefly, at this point, to refer to the use of funds that have been made 
available for these programs in the past. They began with a program on the 
mainland of China from which developed the current program on Taiwan, that 
started to take its present form toward the end of fiscal year 1950. Modest pro- 
grams, largely of technical assistance, were begun in countries of southeast 
Asia in fiscal year 1951. The present program in Korea began in fiscal year 1954, 
to help maintain Korea’s large armed forces and undertake rehabilitation after 
the cessation of fighting in the Korean war. With defeat of the French forces 
in Indochina, similar forms of assistance were given to the newly independent 
eountries of Cambodia, Laos, and Vietnam; and aid to the Philippines and Thai- 
land was increased at about the same time in order to strengthen their ability 
to meet the greater threat which then was created by the Communist successes 
in Indochina. A small program of technical assistance, largely a productivity 
program was initiated in Japan in fiscal year 1955 to help, in a time of relative 
prosperity, to build up more rapidly Japan’s ability to deal with economic diffi- 
culties expected later on. 
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For these programs, through fiscal year 1957, a total of somewhat over $4 
billion has been made available. This includes roughly $700 million of aid 
given through France for the French Expeditionary Corps and the armed forces 
of the Associated States of Indochina, prior to independence. Aid given di- 
rectly to Cambodia, Laos, and Vietnam totals about an additional $1 billion. 
Slightly more than $1 billion has been provided for programs in Korea; and 
somewhat less than $700 million has been given to China (Taiwan). The bal- 
ance of about $600 million went to the remaining countries—Burma, Indonesia, 
Japan, the Philippines, and Thailand. 

Thus, in the past, as now, a high proportion of the aid provided in these pro- 
grams has been to countries that recently have engaged in military struggles with 
communism and still are maintaining large armed forces. There has been no 
uniformity in the pattern of aid given, such as in general characterized aid to 
Europe under the Marshall plan. Programs developed as the Communist menace 
spread progressively through the Far East, and interests of the United States 
became increasingly affected. The particular form of assistance, in each coun- 
try, was based on the specific type of support which the country and we agreed 
was needed in order to cope with Communist aggression and attempts at 
subversion. 

ACCOMPLISH MENTS 


Many people have asked what there is to show for the money that has been 
spent in these programs; what have they accomplished? I want to outline for 
this committee some of the major accomplishments which, I believe, can be 
ascribed in substantial part to aid in these programs. Summarized in terms of 
the principal underlying objectives of past programs, and without going into 
detail, these accomplishments are: 

1. A reasonable degree of economic stability has been maintained in the face 
of heavy spending for military purposes. 

2. The capacity for defense has been strengthened by improvement and ex- 
pansion of transportation, telecommunications, and power facilities. 

8. Communist efforts at subversion in many of these conntries have beeu 
brought under more effective control, as a result of the improved security condi- 
tions and improvement in living conditions which these programs have helped 
to bring about. 

4. The government and people, through technical cooperation, have been helped 
to help themselves in laying foundations for increasing stability and progress, 
not now precisely measurable, but which certainly will be important in the longer 
run. 

WHY MORE FUNDS ARE NEEDED 


Despite progress, old problems, which caused the need for aid in past pro- 
grams, still persist. Five countries of the region maintain armed forces which 
still are far beyond their ability to support. Should inflation get out of control 
as a result of spending for this purpose, in these countries, the certain results 
are a deteriorating economic situation and a loss of both civilian and military 
morale which could seriously impair the will of civilians to support the defense 
effort and decrease the effectiveness of the forces themselves. 

The other Far East countries, though not so heavily burdened with military 
eests, also face economic difficulties. Despite the continuing high level of 
Japan’s special dollar earnings derived from military and other United States 
spending, both its balance of payments and foreign exchange reserves have 
shown an unfavorable trend in recent months. While the Philippines have made 
considerable progress in strengthening the conditions essential for internal se- 
curity and economic growth, the maintenance of stability will require continuing 
attention and effort. Although Thailand already faces rising budget deficits, 
continued high expenditures are required in order to maintain a satisfactory 
defense posture; and programs essential to the maintenance of this defense 
posture cannot be understaken without assistance. In Indonesia, where recent 
political developments have greatly weakened the Government’s economic posi- 
tion, budget deficits have been rising rapidly. foreign exchange reserves have heen 
falling, and serious economic difficulties may be imminent. 

The problem, fundamentally, is that the countries of this region, with the ex- 
ception of Japan, are economically underdeveloped, characterized by an excessive 
dependence on agriculture and low income per person. Industry and natural 
resources are generally undeveloped, and the gross national product ranges 
from $50 to $200 per capita, as compared with over $2,300 in the United States. 
The rate of investment is low and, aggravated by the political and economic un- 











tne ada eee Ae eee 





MUTUAL SECURITY APPROPRIATIONS, 1958 379 


certainties, there is a tendency for the limited funds available for investment to 
be used for speculative rather than productive purposes. The major exports 
of the area are agricultural commodities which are vulnerable to worldwide 
changes in demand and price, and which yield insufficient and sharply fluctuating 
export earnings. They all have to import a wide variety of commodities, from 
foodstuffs and other consumer goods to machinery, equipment and industrial raw 
materials. Their ability to pay for these imports is restricted uot only by their 
limited foreign exchange earnings but also by the fact that the demand for such 
commodities is increased as the result of heavy internal expenditures for military 
and development purposes. 

In arriving at the levels of assistance requested for fiscal year 1958, the ability 
of each country to finance the proposed program from its own resources has been 
carefully examined, against the background of its current and prospective 
economic position. The ability of the country to make effective use of the aid 
also has been taken into account, and local currency assistance available from 
past or potential Public Law 480 programs has been fully considered. On the 
basis of our evaluation of potential availabilities and requirements, we believe 
that any reduction below the levels of assistance proposed would require the 
elimination of important portions of these programs believed essential to an 
effective defense effort. A substantial cut could lead to serious economic dis- 
locations and instability undermining basic purposes for which these programs 
have been undertaken. Simple arithmetic makes it clear that whatever cut 
ultimately may be made in the worldwide figure for defense support inevitably 
must come largely out of the amount proposed for the Far East and, within the 
Far Hast, out of the amounts recommended for Korea, Taiwan, and Vietnam. 


STATEMENT OF CAPT. BERTON A. ROBBINS, JR. USN, DIRECTOR, FAR EAST REGIONAL 


OFFICE, OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE FOR INTERNATIONAL 
SECURITY AFFAIRS 


Up to 1950 United States efforts to counter Communist forces and subversive 
elements had been heavily weighted toward Europe including Greece and Turkey. 
To counter such communistic aims, 79 percent of our military assistance was 
being channeled to Purope and 16 percent to the Middle East. At this time, 
only 5 percent of our military assistance was programed to the Far East. Greece 
and Turkey were enabled to resist communism and retain today their inde- 
pendence. 

Now, in 1957, we can look back over the past 7 years and see for ourselves the 
changing tide of communism. As the efforts of communism receded from Greece 
and Turkey, the tide of communism rose in the Far East. Today the Far East 
receives 46 percent of our military assistance. As a direct result of our in- 
creased emphasis in this area the Communists are being effectively blocked and 
have only suceeeded in gaining control of North Vietnam and undefended Tibet. 
Since Tibet and North Vietnam were already heavily infiltrated by 1950, it is 
highly significant that the Communists successes have been severely limited in 
the face.our military aid program. 

The fact that the United States has saved South Korea, Nationalist China, 
Japan, and southeast Asia, in general, does not mean that the threat of future ag- 
gression has been neutralized in the foreseeable future. On the contrary, the 
Communists are maintaining over 3 million men in arms in Asia, while the forces 
of our Far East friends number only 1.8 million. This same 1.8 million military 
man force stands as the defense of a population of 186 million. These people 
would not be enjoying their freedom today without the assistance that the 
United States has supplied through our mutual security program. Conversely 
it may also be stated that these people, had they succumbed to forces of com- 
munism, would today be contributing to the war potential of Communist forces 
iu the Far Fast. 

Instead, the improved military stature of our Far Fast allies has enabled us to 
further realize on our investment by virtue of their military capabilities to join 
with the United States in such collective defense arrangements as the Southeast 
Asia Treaty Organization, comprising Australia, France, New Zealand, Pakistan, 
Philippines, Thailand, and the United Kingdom, and the bilateral mutual security 
agreements with Nationalist. China, Korea, Japan, and the Philippines: 

Hand in hand with the foregoing benefits is the advantage of keeping farflung 
bases free and open for our use, should we be forced to defend ourselves against 
an attack through the Pacific. The paucity of bases for our use in World War II 
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and the high cost in men and material to establish them has taught us the value 
of keeping readily available localities from which we can operate and support our 
forces. 

Not only do the 1.8 million men in arms of our Far East allies provide a de- 
terrent to renewed Communist aggression, but this force enables us to insure a 
reasonable degree of security without permanently deploying excessive numbers 
of our own forces in the area. Furthermore, this arrangement, made possible 
through the MSP is an economical advantage to the United States taxpayer, 
for, while it costs about $7,000 annually to support a United States soldier, the 
average cost to the United States of the support of a soldier of these Far East 
countries is $754. 

There should not be an impression that MAP benefits solely the ground forces. 
Aircraft, ships, communications, and detection equipment have been greatly im- 
proved in numbers and quality. Here again we do not only derive an increase in 
defense potential, but we obtain subsidiary benefits which are almost of equal 
importance to us in this era of cold war. Among these benefits are the increase 
in intelligence of Communist plans and activities, increased internal stability 
both political and economic, and a growing ability of our Far East allies to en- 
gage in combined military operations as a result of up-to-date standardized 
equipment. 

The nations covered by our fiscal year 1958 MAP remain the same as for fiscal 
year 1957; Korea, Japan, Nationalist China, Philippines, Vietnam, Cambodia, 
Laos, and Thailand. This fiscal year 1958 program calls for $690 million, which 
is practically the same as it was for fiscal year 1957. Indeed, only a very limited 
strengthening of the forces of the Far East nations is envisaged, the funds for the 
most part going to the support of forces in being which you have provided for in 
former years’ appropriations, As in recent years, the bulk of MAP aid is sched- 
uled for Korea, Japan, and Nationalist China. These are the countries which 
have the greatest forces and the most capability to integrate our equipment and 
training. While the MAP schedule for the Philippines, Vietnam, Thailand, Laos, 
and Cambodia may appear small by comparison, it does not follow that such aid 
is in any way either less important or less effective. With the exception of the 
Philippines, the remaining small countries are immediately threatened by Com- 
munist Chinese and Vietminh forces without the benefit of protection by the seas. 
Little Laos, for instance, shares a common border of 600 miles with Communist 
China and Communist North Vietnam, while at the same time she must contend 
with two northern Communist Pathet Lao provinces within her borders. Vietnam 
is separated from Communist North Vietnam by a truce line, while Thailand and 
Cambodia continue their struggle to defeat the efforts of Communist infiltration. 

As proof of the success of our efforts to build and maintain friendly military 
forces with MAP in the Far East, it has recently become possible to announce 
the early withdrawal of a considerable number of United States forces from 
Japan. As the forces of our Asian allies have improved under our guidance it 
has become possible to institute gradual reductions in certain of our military 
assistance advisory groups. 

In summation, the role of the MAP in the United States-Far East defense 
effort is: 

To insure the availability of Far East bases to the United States; 

To make feasible and guarantee our collective security arrangements; 

To make available to the free world and to deny to the Communist the in- 
digenous strategic and critical materials of the Far East; 

To provide our allies with their own military defense of sufficient manpower 
and modern equipment; and 

To derive and exploit all the subsidiary benefits which accrue from the fore- 
going at a saving in United States men and dollar expense. 

As long as we are threatened by international communism, our best invest- 
ment will continue to be to bolster the sincere and unmistakable desire for in- 
dependence of our Far East allies with the effective aid of our mutual security 
program. 


COM MITTEE RECESS 


Chairman Haypen. We will be back here at 2:30 this afternoon. 


(Thereupon, at 12: 20 p. m., the committee was recessed, to reconvene 
at 2: 30 p. m., same day.) 
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ATOMS For PEAcE Program 


STATEMENTS OF HAROLD S. VANCE, COMMISSIONER, ATOMIC 
ENERGY COMMISSION; JOHN A. HALL, DIRECTOR, DIVISION OF 
INTERNATIONAL AFFAIRS; ADM. PAUL F. FOSTER, ASSISTANT 
GENERAL MANAGER FOR INTERNATIONAL ACTIVITIES; DR. 
RAYMOND R. EDWARDS, ASSISTANT DIRECTOR FOR TECHNICAL 
SERVICES, DIVISION OF INTERNATIONAL AFFAIRS; AND RALPH 
J. STROM, NUCLEAR ENERGY STAFF, OFFICE OF INDUSTRIAL 
RESOURCES, INTERNATIONAL COOPERATION ADMINISTRATION 


GENERAL STATEMENT 


Chairman Haypren. The committee will come to order. 

We are here today to consider the atoms for peace program. 

You will find at the very bottom of the chart it shows that $5,500,000 
was appropriated for the last fiscal year and there is a budget estimate 
of $7 million. 

The justification appears on pages 115 to 119 of the presentation 
books. 

The principal witness today is Harold S. Vance, a member of the 
Atomic Energy Commission. 

We will be pleased to hear from you. 

Mr. Vance. Mr. Chairman, I have a short statement. Do I have 
your permission to read it ? 

Chairman Haypen. Certainly. 

Mr. Vance. I am happy to appear before you this afternoon for 
the Atomic Energy Commission, in behalf of the $7 million requested 
for the foreign atoms for peace program in section 419 of the mutual 
security appropriation bill and funds in other sections of the measure 
which concern this program. 

Although small in comparison with the money totals involved in the 
measure before you, the commission regards this $7 million as an 
essential part of the effort of the United States to maintain its position 
of leadership in the wide-ranging program to advance the peaceful 
applications of nuclear energy. A 

I am confident that the achievements of this program, representing 
the combined efforts of the Department of State, International Co- 
operation Administration, and the Commission, are well known to 
you gentlemen. I will not take your time to review them. 

I think we should admit, in retrospect, that we underestimated the 
time that would be required for many of our friends abroad to organ- 
ize their research reactor projects and make decisions regarding reactor 
design. 

This explains in part why only seven research reactor projects have, 
up until now, received financial assistance in the commitment of $2.45 
million in the form of $350,000 grants. More applications for this 
type of assistance are now being reviewed by the technical staff of 
the Commission. h 
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We are estimating, and, frankly, it has to be an estimate, that up- 
wards of 15 nations having agreements for cooperation with the 
United States will request similar grants during the current fiscal year. 

Additionally, there may be cases where it would be in the best in- 
terest of the program for some of our friends to proceed first with 
more modest undertakings, such as the installation of subcritical as- 
semblies, gamma fields for agriculture research; laboratories for 
radiobiological and medical research, and training, etc. 

This is not to downgrade the desirability of research reactor projects, 
which are valuable instruments for nuclear training and experimenta- 
tion. 

We would consider it a measure of success in the atoms for peace 
program if 15 nations do bring in research reactor projects eligible 
for these $350,000 grants. 

If we do not have the funds to make such a commitment to a deserv- 
ing country, it would be a severe blow to the progress and morale of 
that nation, especially as many of them are making a zealous effort to 
utilize what in some cases are very limited resources to bring the bene- 
fits of the atom to their peoples. 


SHORTAGE OF TRAINED MANPOWER 


T am sure I need not dwell on the fact that the shortage of trained 
manpower constitutes the greatest single obstruction to the program 
for civil uses of nuclear energy. 

This is true in our own country and to a much greater degree in 
many of the nations that have in good faith negotiated agreements for 
cooperation with the United States. 

The research reactors, radioisotope laboratories, et cetera, are ex- 
pensive but essential tools that are needed for a successful attack on the 
crucial, and I use this word advisedly, manpower problem. 

On the other hand, it is with great satisfaction that we note re- 
markable strides in nuclear development being made by others of our 
friends. There are some free world nations that have made excellent 
progress in establishing a reactor program. Even in some of the rela- 
tively advanced countries, a $350,000 grant or commitment from the 
United States could determine the success or failure of an important 
part of such a country’s nuclear program. 


SAFEGUARD PROVISION 


I wish to speak for a moment on the matter of safeguards. The 
safeguards written into all research agreements reserve to the United 
States the right of observation and inspection and require accounta- 
bility reports to insure that none of the reactor fuel we make available 
will be diverted to nonpeaceful purposes. The test of these safeguard 
provisions is attached for the record. 

(The information referred to follows :) 


ATTACHMENT 
ARTICLE — 


A. The Government of 
maintain such safeguards as are necessary to assure that the uranium enriched 
in the isotope U-235 leased from the Commission shall be used solely for the 
purpose agreed in accordance with this Agreement and to assure the safekeeping 
of this material. 
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B. The Government: €€..... cicero induced 
maintain such safeguards as are necessary to assure that all other reactor 
materials, including equipment and devices, purchased in the United States under 
this Agreement’ by The Governinemt OF uk ck ib ees tease 
or authorized persons under its jurisdiction, shall be used solely for the design, 
construction, and operation of research reactors which the Government of 
cainesisalj Sondesntsoapnigsieagiapctiptn capil tidy pew iteaidenl ints ciheh mats chia eae decides to construct and operate 
and for research in connection therewith, except as may otherwise be agreed. 
C. In regard to research reactors constructed pursuant to this Agreement the 
Gowermmaeil O08! 05s ee ee See ate agrees to maintain 
records relating to power levels of operation and burn-up of reactor fuels and to 
make annual reports to the Commission on these subjects. If the Commission 
requesta, the Goveremment Of . ~~ fenss 4st eee etna bets teen will 
permit Commission representatives to observe from time to time the condition 


and use of any leased material and to observe the performance of the reactor in 
which the material is used. 


ARTICLE — 





C. When any fuel elements containing U-235 leased by the Commission require 
replacement, they shall be returned to the Commission and, except as may be 
agreed, the form and content of the irradiated fuel elements shall not be altered 
after their removal from the reactor and prior to delivery to the Commission. 










RETURN OF SPENT FUEL ELEMENTS 




















Mr. Vance. Further, the spent fuel elements must be returned intact 
for reprocessing either to the United States or to a facility approved 
by this Government. Accordingly, we believe the rights reserved to 
the United States will assure that the materials furnished will be 
utilized for peaceful purposes. We are dealing with friends, and these 
provisions protect them as well as us. 

I have devoted my attention entirely to what we consider the major 
problem facing the Commission in this particular area of the atoms- 
for-peace program. There are others present from the Commission, 
who are prepared to discuss it in detail, if you wish. 

It is my hope that, when we have concluded, you gentlemen will be 
as convinced as I am that the $7 million requested is both modest and 
necessary to take full advantage of the opportunities presented us to 
maintain the leadership of the United States in furthering a vital sector 
of its foreign policy, the development of peaceful uses of atomic energy. 
Chairman Haypen. Are there any questions? 












CONTRACTS SIGNED BY 





SEVEN NATIONS 





Senator ELtenper. Mr. Chairman, I note that only seven nations 
have signed contracts. 
Mr. Vance. That is right. 
Senator ELLenperR. How much of the $514 million appropriated last 
year was used / 
Mr. Vance. Roughly, $1 million. 


UNOBLIGATED BALANCE 


Senator ELLENpER. How much do you have on hand, unobligated ? 
Mr. Hat. $4,450,000. 

Senator SALTonsTALL. You said unobligated. It is my understand- 
ing that that money is obligated, but unspent. 

Mr. Hau. No, sir; it is unobligated. 


94737—57T——25 
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Senator Pastore. Say that figure again. Unobligated, $4,450,000? 

Senator Exrenver. That is right. Now, the fact that you have not 
spent as much as we appropriated last year, why are you requesting 
the amount of $7 million ? 

Mr. Vance. Mr. Hall will answer that question. 

Mr. Hat. Senator, perhaps I could go back a little further. The 
authority under which we operate pursuant to the Atomic Energy Act 
provides, in section 123, that we can have bilateral agreements. The 
function of the bilateral agreements is, among other reasons, to pro- 
vide for the transfer of fuel for these research reactors. Now, before 
we can enter into an arrangement and obligate funds for an approved 

eactor project, these bilateral agreements must be in effect. 


RATIFICATION OF AGREEMENTS 


What I am saying is that one reason we were not able to obligate 
under arrangements with certain countries is that they did not take 
are of their constitutional requirement to put our agreement into 
effect. For example, I think Greece for some months has been pre- 
pared, as we have been, to obligate the funds for a reactor, but the 
Greek Parliament, I think just last week, undertook the necessary 
ratification of the bilateral agreement. 

So, while we on our side have negotiated over 30 bilateral agree- 
ments and have taken care of our constitutional statutory provisions, 
there are many countries which on the technical side, are prepared to 
go ahead as we are, but they have to wait until the agreement is in 
effect. 

Senator Eiienper. That does not apply to the seven countries ? 

Mr. Hatz. No, sir. 


PARTICIPATING COUNTRIES TO DATE 


Senator ELLeNpDER. Will you tell us what those seven countries are / 

Mr. Haut. Yes sir; Brazil, Netherlands, Spain, Denmark, Vene- 
zuela, Japan, and Portugal. 

Senator ELLenper. Now, have you furnished the same amount to 
each of those countries ? 

Mr. Hatt. Yes, sir. 

Senator ELLENpER. $350,000? 

Mr. Hat. Yes, sir. 

Senator Ettenper. Now, what are they doing with that money / 

Mr. Hat. Senator, the normal pattern, and I think it applies to 
ach one of the seven countries, is that technical personnel, let us say 
in the case of Brazil, have held discussions with the technical personnel 
of the Commission to determine the advantage or disadvantage of cer- 
tain types of research reactors. Thereafter they have discussed the 
specifies and their desires regarding a reactor with various American 
firms. At some point a contract is developed, between an American 
manufacturer and the contracting entity in the other country. 

At that time, the Embassy advises the Commission formally that a 
contract is being entered into and asks if they can participate in the 
Presidential offer. 

After we have had an opportunity to review the specifications and 
to give further advice, we formally advise the country by letter that 

they have been accepted to participate in the program. 
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At that point, sir, the obligation takes place. 
Senator Ettenper. That $350,000 for each country is going to be 
used for what purpose / 
Mr. Haut. It is a contribution to the cost of the reactor project. 
Senator ELtLenper. What is the total cost of the reactor ? 
Mr. Haut. In most cases the project has run from $1,000,000 to 
$1,500,000. 
Senator ELLenper. Of which we furnish 
Mr. Haw. $350,000. 


Senator Etutenper. It is about a fifth ? 





ARRANGEMENTS FOR FURNISHING FUNDS 


Mr. Haut. The Presidential offer was based on half the cost of a 
project totaling $700,000. 

Senator ExLLenper. I understand. What arrangements are made 
for the fuel for future operation of the reactors? 

Mr. Hatt. First, the bilateral agreement provides for a direct gov- 
ernmental leasing arrangement between the Atomic Energy Commis- 
sion and, for example, in the case of Brazil, the Atomic Energy Com- 
mission of Brazil. It has been our policy to lease the material. 

Tt is also stipulated in the bilateral agreement that the fuel will 
be returned tothe United States for reprocessing. 

In other words, as part of the arrangement we have insisted that 
the fuel will be returned. 

Senator ELLenpER. At whose expense will that be done ? 

Mr. Haut. It will be done at the expense of the recipient countries. 

Senator ELLenpeR. Our only contribution then will be the $350,000. 

Mr. Haun. Yes,sir. They pay a lease charge for the fuel. 

Senator ELttenper. When do you expect the 15 countries to comply 
with the provisions of the agreement ? 

Mr. Hau. It is our best estimate, sir, that within fiscal 1958, we will 
have the 15 countries, but I would like to emphasize that certain ele- 
ments are somewhat out of the control of the Atomic Energy Com- 
mission, such as the point I made earlier, the ratification on their part 
of the necessary instruments, the bilateral agreement. 

But we would hope and do expect that in fiseal 1958 to obligate funds 
for 15 reactors. 

Senator ExiLenper. If you obligate for 15 reactors it would mean 
that you need $5,250,000 in cash. You have on hand $4% million, 
therefore, why are you requesting $7 million ? 

Senator SaLronsrautt. Will the Senator yield ? 

It is my understanding that the $4,450,000 reverts to the Treasury. 

Mr. Hau. That is correct, sir. 

Mr. Vance. Yes, sir. However, to the extent it could be carried 
over it would reduce the $7 million. 

Senator Ture. If you extend it over that lessens the amount to be 
appropriated ? 

Mr. Vance. That is correct. 

Senator Tiryr. So you are actually here dealing with cash which if 
not obligated will revert to the Treasury unless you recommit ? 

Mr. Vance. That is right. 

Senator ELLeNnper. Therefore, you will need about three-quarters of 
a million dollars more than what you now have on hand. 
Senator SarronstaLy. Provided that is reappropriated. 
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Senator ELtenper. I understand that. 

In any event the amount of $7 million is in excess of what can be 
obligated even though the $414 million may be returned to the 
Treasury. 

Senator Sauronstaty. This book here entitled “Atoms for Peace 
Program,” and in the big volume here “Mutual Security Program.” 
it is a misprint, then, when it says that this money is ‘unexpended, 
obligated but unexpended; is that correct ¢ 

Mr. Murruy. That is correct. 

When this book was printed, which was in April, it was expected 
that these additional contracts would be entered into in fiscal year 
1957. 

In the worldwide summary on page 63 you will notice a revised 
table on obligations which indicates the later data of $1,050,000 in 
obligations. 

Senator Satronsta. I just want to make that clear. 

Senator E.tenper. There would be no point in reappropriating if 
you grant the amount asked for and let the other revert to the 
Treasury. 

Senator Sarronstatt. That ismy understanding. We make a little 
better showing by reappropriating rather than appropriating new 
money. 

Senator ELitenper. It does not make any difference. 

What I am trying to find out is the reason for a request of 87 million 
when only $5.2 ‘million is needed to finance the contracts with the 15 
countries for fiscal year 1958? 

Senator Pasrore. I wish the witness would answer that question. 

Mr. Hau. Mr. Chairman, we were talking about the research re- 
actors which on the basis of our estimate was 15 reactors and a total 
of $5,250,000. 


INVENTORY OF FOREIGN PROGRAM NEEDS 


However, there are several other smaller items in the program which 
bring up the total to $7 million. One item is the inventory of foreign 
program needs in the amount of $250,000. 

Senator ELttenper. How will that money be used ? 

Mr. Hau. In many cases, Senator, the country needs help to make 
some of its own determinations. What we are talking about here is a 
request for funds to provide consultants or possibly small technical 
missions to assist the other countries in making a determination of what 
really is the best course of action for them to take. 

Senator Tuyr. Mr. Chairman, may I ask at this point: Do they 
have the technicians and the understanding of this nuclear power 
to such an extent that they can proceed—not only initiate the project, 
but to carry it out once they have agreed and you have committed the 
nuclear power to them ? 

Mr. Hatt. In may cases the most pressing need is advice from the 
United States. 

Senator Ture. That is the whole purpose of this project in other 
countries. It is to acquaint them with the nuclear power and to get 
cooperation with the United States and in that manner they will not 
feel that they are excluded and have to turn to another country for 
some of the know-how that the United States has developed through 
its research activities. 

Mr. Hatt. Yes, sir. 
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Senator Tuyxr. Otherwise, I cannot see the justification for this 
reason, if the Chair will bear with me, and that is that we have appli- 
cations before the Atomic Energy Commission right now from the 
U nited States plants, such as the REA at Elk River, and we have been 
negotiating for more than a year trying to get the contract approved 
and we are finally blocked, first by the Comptroller General, his de- 
cision that he had some responsibility in connection with it, and then 
the next is the legislative bill before the Joint Committee which again 
has the process of approving the contract. 

So, if I were not of the thought that you are trying here to advance 
it so that they will not feel that the atomic power is war and the 
nuclear energy is a war weapon, but you are trying to acquaint these 
countries with the fact that there is some peaceful use of this power 
as well as a war use, that is the whole purpose that I see in this ap- 
propriation. 

If I am not thinking correctly, rant to be properly informed. 
Otherwise I could not justify vores penny for this item. 

Senator Pastore. Will the Senator yield? 

Senator Ture. Yes. 

Senator Pastore. The Elk River project was O.K.’d today in the 
authorization bill by the Joint Committee. I know that the ‘Senator 
was interested in it. I thought I would give him the pleasant news. 

Senator Ture. I am indeed very happy about that because that is 
one concern T have had for some time. 


SPENT FUEL ELEMENTS 


Senator SAttonsTaLn. Mr. Chairman, may I ask what is the mean- 
ing of the words—and I am not as familiar with this program as Sena- 
tor Pastore and others—that “spent fuel elements must be returned 
intact for reprocessing.” 

Does that mean that it is the product which comes out of the reactors 
and is a material; so that, rather than let them use it, you ask them to 
bring it back to the United States, or to some facility approved by the 
United States ? 

Mr. Haru. Yes, sir. 

Senator S ALTONSTALL. What is the meaning of the words “spent fuel 
elements” 

Mr. Vance. When a fuel element is prepared originally for inser- 
tion in the reactor, there is a certain amount—we will call it X—of 
fissionable material, usually uranium 235, which is the fuel. 

Then, when the reactor starts to operate, in addition to producing 
power it produces fission products which are essentially poisonous 
chemical products, which commence, as they build up, to interfere 
with the operation of the reactor. 

With this buildup of fission products the efficiency of the reactor de- 
creases to such an extent that the fuel element must be taken out and 
replaced when only a small fraction of the uranium 235 has been 
burned. 

Therefore, the fuel element when it is removed, and it is then called 
a spent fuel, is reprocessed for the purpose of recapturing the unburned 
fuel that was in it originally—that the fuel can be used over and 
over again. 
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Senator Sarronsrau. It is something like a carbon that will collect 
in a chimney, for instance? 

Mr. Vance. That is correct. 

Senator Sauronstratn. A chimney has to be cleaned out and some of 
that stuff is useful. 

Mr. Vance. That is right. The fuel itself is so valuable that we 
must reclaim what has not been burned so that we can use it over 
again. 

Senator Sanronstauu. That has to come back to the United States? 

Mr. Vance. Yes, sir, or to be processed in some facility which we 
approve. 

BASIS OF APPROPRIATION REQUEST 


Senator Sarronsraty. You testified to Senator Ellender of this 
$250,000 for inventories of program needs and then there is the $450,- 
000 for nuclear power potential surveys. 

Research and training equipment, $1 million. 

And nuclear training support, $50,000, 

That is what makes up the basis of the $7 million? 

Mr. Hat. Yes, sir. 

Senator Sarronstauty. And if we wanted to cut down a bit on that, 
and not give you the whole $7 million, which would be your least pr i- 
ority of those? 

Assume we cut back somewhat the nuclear-support training for 
instance ? 

Mr. Hatt. Senator, could I answer that in part by saying that we 
requested broader authorization this year in terms of expending the 
moneys as appropriated? Last year the authority was limited to 
grants for research reactor. 

This year we requested a broader authorization and the House and 
the Senate have authorized us to spend funds which would embrace the 
various types of programs which you have before you. 


NEED FOR TRAINING EQUIPMENT 


Senator Savronsraty. In other words, beyond just giving the re- 
search reactors, you say to do a good job you want some training equip- 
ment and looking in to see what you can do with other surveys in these 
other countries. 

Mr. Hat. Yes, sir. 

Senator Sarronsratt. Or potentially future countries; is that 
right? 

Mr. Hatz. Yes, sir. 

Senator SatronstaLi. Not these countries where you are supplying 
$350,000, but in other countries; is that right ? 

Mr. Haut. It is quite possible, in terms of the status of the art, that 
in a particular country a more modest type of grant such as for a 
radioisotope laboratory would be best. suited for that country. 

Last year, with the specific authorization relating to research re- 
actor projects, we did not have the authority to assist them in other 
ways such as in the establishment of an radioisotope laboratory. 

So in answering your question while we present these programs 
separately in our request to you, as the year goes forward and as the 

various countries hold discussions with us on these projects there 
will be changes as it may be that a particular country at the time may 
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not require a research reactor but would be better suited to having a 
radioisotope laboratory. 

Senator Savronstau.. But it isa broader program ? 

Mr. Haru. Yes, sir. 

Senator SarronsTaty. You have broadened the program under the 
authorization, therefore, you want the difference between $5,250,000 
and $7 million to carry out this broader program not only in these 
countries, but in new countries. 

Senator Pastore. How much of that will apply to the independent 
agency or will none of it. 

Mr. Hatz, The International Atomic Energy Agency ? 

Senator Pastore. Yes, sir. 

Mr. Hatt. Senator, on the basis of the authorization we have not 
specifically identified any type of grant for the agency, but we would 
hope that the authorization w ould give us that flexibility so that we 
could make that type of deter mination. 

You will note that in the breakdown we have spoken of the program 
principally on a bilateral basis, but the authorization we feel would 
give us an opportunity to spend funds for that type of grants. 

Senator Pasrorr. Which ones of these items would be applied to 
that cause? You have here an item for inventory of foreign program 
needs. Now, is that inventory to be performed by American person- 
nel? 

Mr. Hatx. Yes, sir. 

Senator Pastore. That is exclusively American personnel ? 

Mr. Hau. Yes, sir. 

Senator Pasrorr. In other words, merely to see that the $5,250,000 
is effectively used and invested ? 

Mr. Hatz. That is right. 

Senator Pasrorr. If you did not have the proper consultation you 
might waste the other money ? 

Mr. Hatt. That is right. 


NUCLEAR POWER POTENTIAL SURVEYS 


Senator Pasrorr. On the item for nuclear power potential surveys, 
does that have to do with power reactors or research reactors ? 

Mr. Haru. It relates to power reactors. 

Senator Pastore. In how many countries do we have power-reactor 
agreements / 

Mr. Haru. There are seven in effect now, Senator. 

Senator Pasrorr. Can you name them ? 

Mr. Hatz. Yes, sir. At present we have approved power agree- 
ments with Belgium, Australia, the Netherlands, Norway, and Swit- 
zerland. Before your committee we have agreements with West Ger- 
many, France, Italy, and Peru, and we will be sending to your com- 
mittee this week an agreement with Brazil. 

T have gone beyond the seven because several are not in effect. 

Senator Pasrorr. As I understand it, this $450,000 which was ear- 
marked nuclear power potential surveys will apply to the research 
reactors and also the power reactors? 

Mr. Hatt. No, sir, it applies only to power reactors. 
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RESEARCH AND TRAINING EQUIPMENT 


Senator Pastorr. On this million dollars you have here for research 
and training equipment, what kind of training equipment and where? 

Mr. Harty. We have identified some of the possibilities as subcritical 
assemblies and radioisotope laboratories. 

If you care to, Dr. Edwards could explain in more detail. 

Senator Pastore. I think you ought to have something in the record 
on this because the question was raised here, which ones of these things 
can be eliminated? I think you should justify them in all. 

Mr. Epwarps. This particular item arises this year because of the 
experience we have had in working with some of the less highly devel- 
oped countries who appear to be a rather long way from the ability to 
utilize a research reactor. There are, however, other ways in which 
they can start very effectively to build their own atomic-energy pro- 
grams and to start developing their own training programs. 

This is an item primarily to give us the authorization to assist these 
people in their beginning an atomic-energy program, perhaps far 
short of the research reactor. 

Senator Pastore. I am afraid you will have to be more specific than 
that. How will you assist them in the beginning? What kind of 
training will you give? 

Mr. Haru. As an example, the subcritical assembly listed here is a 
training tool in connection with reactor oper: ation. It is a rather inex- 
pensive , device which can be used for training students in the actual 
operation of reactors. 


This is a necessary step before they could effectively utilize a research 
reactor or a power reactor. 


RADIOISOTOPES LABORATORIES 


In the matter of radioisotopes laboratories, many of the countries 
have a few scientists in the field of biology, agriculture, and medi- 
cine, who can effectively utilize radioisotopes immediately if they had 
facilities for handling them. 

With this authority we could provide them with that facility. In 
some of the South Ameri ican countries, for example, you have fairly 
highly developed physics programs in some of the universities which 
could utilize small accelerators such as a Van de Graaf accelerator. 

Senator Pastore. In what countries do you contemplate doing 
that? 

Mr. Haru. We have not worked out the details in any particular 
country. This will be on the basis of the program studies listed under 
the $250,000. 

MISSIONS TO SOUTH AMERICA AND FAR EAST 


In the past year we have sent 2 missions to South America and 1 
mission to the Far East. These missions were composed of technical 
personnel i in the fields of biology and medicine and reactor technology. 
These missions have made rec commendations to the Commission and 
based upon this type of analysis, we will proceed under this program. 

Senator E.tenper. Did you send any technicians to Switzerland 
in connection with this project ? 

Mr. Haut. No, sir; in the case of Switzerland, up to the present 
time they have not indicated an interest in this type of project. 

Senator Extenper. I thought Switzerland was one that was named. 
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POWER REACTOR IN SWITZERLAND 


Mr. Hau. Switzerland does have a power reactor. In August of 
1955 we had a research reactor at the Geneva Conference, and the re- 
search reactor was sold by the Commission to the Swiss Government. 

Senator ELLENpDER. Sold? 

Mr. Hau. Yes, sir. Part of the basis for this $350,000 relates to 
the fact that that reactor cost around $700,000, so if you ask yourselves 
why the $350,000, it is because it is roughly half the cost of the reactor 
built in Switzerland in 1955. 

Senator CHavez. What did you get for it? What did Switzerland 
pay for it? 


Mr. Haux. I am afraid I will have to submit that for the record. It 
was less than $350,000. 


Senator Cuavez. Will you furnish it for the committee ? 

Mr. Hatz. Yes, sir. 

(The information referred to follows :) 
The sale price to the Government of Switzerland of the research reactor was 


$180,000. This price represented the salvage value to the United States of the 
reactor in terms of the future value and usefulness of its components. 


SCHOOL IN REACTOR TECHNOLOGY 


Senator ELtenper. Now, do you expect to spend any of this money 
for research and training in Switzerland ? 
Mr. Harn. No, sir. The training, Senator, is related to the training 


school we have established at the National Argonne Laboratory. This 
is a school in reactor technology. 


Senator Eiirenper. Where is that ? 
Mr. Haut. Thirty-five miles west of Chicago. 
Senator ELtenper. Do you train foreign students there ? 


Mr. Hat. Yes, sir; for 2 years we have trained foreign students as 
well as Americans at this school. 


Senator Eitrenver. Who financed this training ? 

Mr. Hau. The funding was done under the mutual security country 
programs, I believe. Perhaps the ICA representative can elaborate 
on this. 

Senator Ettenper. Isn’t the school operated by AEC funds? 

Mr. Hat. The school is supported by the Atomic Energy Commis- 
sion, as distinguished from the MSP funding. 

In other words, it is under the Atomic Energy Commission appro- 
priation and under contract with the U niversity of Chicago. 

The Argonne National Laboratory is run by the University of 
Chicago under contract. 

Senator ELienper. Will this be a separate undertaking ? 

Mr. Hatt. This is an undertaking related purely to the assisting on 
the basis of transportation and tuition cost to foreign students who 
attend this school. 

Senator Munpr. As I recall, the discussion at that time, Senator 
Ellender, when we were establishing the schools, this came up. I 
thought the understanding was that Congress would provide the funds 
to establish the schools. Maybe we give the foreign student free tui- 


tion, but they certainly would have to pay their own travel expense and 
housekeeping. 
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I thought it was definite at the time that the limit we would go was 
to pay the tuition and there was some doubt about the desirability of 
even paying the tuition. But that apparently was a debatable ques- 
tion. 

Now, it appears that by going around some devious route of ICA, 
Uncle Sam has not been stuck only with the living cost, the transporta- 
tion, but the works. 

Mr. Haut. Mr. Chairman, I think the ICA representative should 
comment on this. 






























TUITION PAYMENTS 


Senator Munpr. Is the tuition paid for by the Atomic Energy Com- 
mission ? 

Mr. Hau. No, sir. 

Senator Munpr. Then we ought toask the ICA. 

Mr. Murrny. Senator, we have Mr. Strom of ICA here, who can 
probably help on that question. 

Senator Ture. I just returned. I have been up on the floor to try to 
determine what the procedure was up there relative to unanimous con- 
sent. Therefore, I am not familiar with the question. 

I would appreciate it if the Senator would state his question again. 

Senator Munpr. In view of the colloquy that Senator Ellender had 
with the Atomic Energy Commission, we were trying to refresh our 
minds about what transpired when we established the school. At that 
time it was suggested by the proponents of the school that they do 
make available free tuition, free transportation, and free living costs 
for the foreign students to come and study here. 

As I recall, the reaction of our committee was that it was very well to 
have the school and to make it available to the foreigners, but if we did 
that the least they could do would be to pay their transportation and 
living costs here as students. 

I believe the committee held that they should also pay their tuition 
although we were less definite about that. 

Now, it appears from what I understand to be the situation now 
that the Atomic Energy Commission went ahead and built the school 
but arrangements have now been made through mutual security to 
bring about exactly the conditions that the committee frowned upon 
at that time. 

That was the question anyhow. 

Mr. Strom. The amount of money that is allocated for the training 
is determined by each ICA country mission. In some cases the ICA 
pays for all of the training, including tuition, including international 
travel, including per diem and any stateside travel. 

In other cases the host government pays for the entire expense to go 
to Argonne. In some cases the ICA pays for everything except the 
international travel. 

So it ranges all the way from the host government paying every- 
thing to the other extreme where the IC A mission provides all the 
funds for the expense of training. 

Senator Munpr. What country in the world would be so economi- 
cally poor and have scientists so qualified that they want to send them 
over here to get the education, but they could not afford to pay the 
transportation ? 
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Mr. Srrom. I don’t know. This is worked out between our mission 
in the field and the host government. 


Senator Munpr. That is not a very illuminating answer. 

Senator Pastore. That was a hard question. 

Could you name the countries where we paid the whole bill? 

Mr. Srrom. I can name some of them; for example, Ecuador and 
Indonesia. An increasing number of the South American coun- 
tries are providing for all the expenses of their own participants. 

Senator Cuavez. You mentioned two countries in South America 
Brazil and Peru. Are they paying the students’ expenses? 

Mr. Srrom. Actually Peru has had no students attending the 
Argonne school. In the course beginning in September, for the first 
time, they will have two participants ¢ going to Argonne. 

The ICA mission is going to pay all of the expenses of one of the par- 
tipicants to Argonne. They are now negotiating with the Peruvian 
Government to determine whether the Government will pay for the 
interns itional travel of the second participant. 

Senator Cuavez. If they do not, what happens? 

Mr. Strom. Then the ICA mission will determine whether they 
have the funds to pay for the international travel of the second 
partic ipant. 

Senator SALTONSTALL. Senator Mundt, are you through with that 
subject ¢ 

Senator Munpr. I will yield to you. 

Senator Sarronstauy. I will just ask one question. 

My question is this: You have $7 million in this authorization. The 
House has granted it. Presumably it will be $7 million, 


PRIORITY OF ITEMS IN PROGRAM 


Assume that we did not give you the whole $7 million, would you 
spend that money on the re: actors. Are you under a contract so that 
you will spend it on the reactors for these other countries, or will you 
consider that money available for some reactors, perhaps not all of the 
15 you mentioned to Senator Ellender, and some of these other new au- 
thorizations that you have granted, or would you presume that the 
reactors had the top priority ? 

Mr. Haut. Senator, the Presidential offer was based on the reactors. 
The specific broadening of the authority including these other projects 
has not been announced, So we would still assume, and I think quite 
properly, that the reactor would, in terms of public policy, would have 
priority. 

Senator Savronstati. Thank you. 


FUNDS FOR TUITION AND TRAVEL OF STUDENTS 


Senator Munpt. Mr. Chairman, I think it would be useful if we 
would ask the ICA to prepare for the record at this point a statement 
showing the total amount of annual cost that the Government of the 
United States pays to MSA for tuition and travel and all the other 
factors involved and if we would also have one of our staff members 
prepare a memorandum for the committee reviewing the discussion 
that the committee had at that time and the action that we took when 
we first authorized the schools. 
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We would not then have to rely on our memories. We would know 
what the situation was exactly. 

Senator CHavez. 1 presume that the authorization act will be acted 
on rather soon. And this committee will have to work on that act. 

So you try to furnish the information for us that Senator Mundt 
has requested as soon as possible. 

(The information requested appears on p. 552.) 

Senator ELttenper. As I understand it, there is no authority under 
the act providing these funds, for tuition and things like that, there- 
fore, you are going through ICA to get it. Is that right? 

Mr. Epwarps. That isr right. (See p. 552.) 

Mr. Hauu. Mr. Chairman, I would like to make two points in con- 
nection with the school. 

As I recall the request of several years ago, that was taken out—Il 
don’t recall whether it was by the House or by the Senate—and there 
isnonew school. There was no new building authorized. 

The school that is established is in an existing building and was 
established principally for American students. I ‘believe it was about 
2 years ago when this discussion took place. 

Now, as there was no authority for a construction of a school, there 
is no new building for a school. 

Senator Ex.enper. No, but you have a school there. You had a 
school at the time. 

Mr. Hatz. Yes. 

Senator ELtenper. Now, we are being asked to pay the tuition, the 
transportation and the per diem for foreign students. Congress ob- 
jected to this, so you then went through the back door and used the 
mutual security fund to accomplish it. 

Mr. Hatz. The Atomic Energy Commission has never requested 
this type of authority. The point that you make, Senator, is purely 
an ICA or mutual security request. 

In connection with the new building that was denied us, we have 
never requested authority to do this type of financing for the students 
at the school. 

We support the school, but the authority for assisting students has 

always rested with the mutual security program. 

Senator Pasrore. Be that as it may, of course, the whole spirit be- 
hind this cooperation is to put good relationship with other countries, 
particularly in this important field, atoms for peace. 

Why would not that country that has as much advantage out of 
the program as we, why would they not be able to pay the transporta- 
tion and per diem? Why do you have to sustain them once they are 
here ? 

I raise the same question as Senator Mundt. How poor can that 
country be, realizing what the program means to them, to go to the 
ICA—I do not say they plead poverty. I wonder if we did not ask 
them to come in. 

Senator Ex.enper. I would say that ICA asked them to come in. 

Senator Pastore. I think you end up creating a bad atmosphere 
rather than a good one, because if you do not do it for all, some of the 
countries will feel they are not in favored positions. 

Senator Munpr. A country that is so poor they could not pay the 
transportation of the scientist is too poor to use the information once 
they get home. 
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Mr. Epwarps. Mr. Chairman, could I emphasize Mr. Hall’s point by 
pointing out that the Commission has not heen involved in any phase 
of the mutual security program heretofore, except the research reactor 
support. 

We have considered the payment of tuition and travel expenses and 
so forth for the foreign participants in the school as being a normal 
part of the ICA technic: j assistance program. 

We have accepted the students in the school on that basis. 


SECURITY CHECK ON FOREIGN STUDENTS 


Senator Munpr. Here is one angle of the problem that you gentle- 
men of the Atomic Energy Commission must assume responsibility 
for, and that is what do you do in the nature of a security check on 
these people who come to you ¢ 

Mr. Epwarps. Could I refer that to the ICA people? They handle 
the security checks on the students also. 

Mr. Srrom. Anyone coming from any of the ICA missions has a 
security check before he is authorized to come to this country. 

The ICA certifies that he has had a security check before he is 
called forward. 

Senator Munpr. You accept that in the Atomic Energy Com- 
mission ¢ 

Mr. Epwarps. We evaluate their security checks ourselves. We 
don't necessarily accept them at face value. 

Senator Pastore. These people are not given classified information ? 

Mr. Epwarps. That is right. 

Senator Ture. Mr. Chairman, I want to get it established for the 
record, when ICA initiated this and mutual security, did that come 
from the Secretary of State and the administration as one phase of 
our mutual security program and jointly with the Atomic Energy 
Commission ? 

I just want to know from what level did this originate, because you 
have departed from the question of what we were confronted with 
when we were making appropriations to the Atomic Energy, as to 
how extensive and to what extent would the funds be used. 

The ICA has come to participate with the Atomic Energy in this 
school and, therefore, from what level did the final decision come that 
this joint venture between ICA, mutual security, and Atomic Energy ? 


HISTORY OF STUDENT TRAINING PROGRAM 


Admiral Fosrer. Mr. Chairman, I think I might be able to shed a 
little light on this. My name is Paul F. Foster , Assistant General 
Manager for International Activities of the Atomic Energy Com- 
mission. 

Two years ago the Secretary of State proposed in a speech to the 
General Assembly of the United Nations that among the means to 
promote atoms for peace and make this information available that 
we had in this country that other countries did not have, we would 
establish schools for research reactor technicians and scientists or 
would open our schools to foreign students. We had a school for 
radioisotope training at Oak Ridge. 

We had a school for reactor students at Argonne. Those had been 
operated primarily for American students, American personnel, al- 
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though the Oak Ridge school had been opened to foreign students for 
some years and quite a few foreigners had been trained there. 

When this program was announced, the staff of the Atomic Energy 
Commission met with the staff of the International Cooperation Ad- 
ministration and the State Department to work out a program of 
collaboration and cooperation between the three agencies so that we 
could speed up this program and make it as effective as possible. 

The Atomic Energy Commission had no funds whatsoever, nor did 
it have authority to spend money for investigating the needs of for elgn 
countries as to their student training and selecting the men that would 
meet our criteria, or assisting them to come to the United States, or 
to do any of the other things which had already been established by 
precedent in the operation of the technical assistance program of ICA. 

It was, thereupon, decided that we would provide the instructors, 
the school buildings, and the instruction in the schools, and the State 
Department and ICA would work out whatever feasible program they 
could to assist to get these students to the United States. 

The Commission has set up programs for screening the students and 
determining the number of applicants to be accepted. There are only 
a limited number of billets available in the schools, and we had many 
more applications than we could accommodate. 

I believe that IC A’s assistance up to that date has been fully in har- 
mony with other phases of their technica] assistance program. It is 
in the same spirit as the Fulbright fellowships and assistance which 
ICA has been giving for years in bringing technicians, newspaper edi- 
tors, and others to the United States. Iti is, in a sense, technical assist- 
ance, and it has been carried on a very restricted basis. The amount 
of money, I think, is exceedingly small in relation to the total cost 
of the program. 


TOTAL EXPENDITURES UNDER TRAINING PROGRAM 


Chairman Haypen. Who would have the figures as to the amount of 
money actually expended ? 

Admiral Fosrer. ICA would have that, sir. We still do not have 
money of our own, AEC money, to spend for this purpose. We are 
providing the instruction; we are providing the instructors and the 
physical facilities. 

Chairman Haypen. The question, then, should be addressed to ICA 
as to what this has cost ? 

Senator Munpr. They have agreed to provide that, Mr. Chairman. 
Our staff works pretty fast and, to corroborate our memories, they 
have it ina marked copy of the public-works appropriation bill report 
for 1956. 

I will read one paragraph : 

The committee learns with interest of the proposed expansion of the educa- 
tional program of the Commission beyond the techniques of handling and using 
radioisotopes at the Oak Ridge Institute of Nuclear Studies and the specified 
training in reactor design and development technology at the Oak Ridge School 
of Reactor Technocracy into a new program at the Argonne School of Nuclear 
Science and Engineering to provide training in the classified but less sensitive 


areas of reactor technology based on bilateral agreements with foreign countries 
in connection with the President’s atoms-for-peace program. 


I point out, first of all, that this applies to what we learned about 
this plan on the part of the Commission after the fact, and that inspired 
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the discussion and the plan incorporated at the time the building of 
new buildings at Argonne, which the committee then said we were not 
prepared to vote. 

It does indicate that this is classified information that is being 
taught at this school. 

Mr. Epwarps. That must be a misprint. 

Senator Munpr. It says 
to provide training in the classified but less essential areas. 

The committee believes that, before the educational program of the Commis- 


sion is expanded or.continued beyond its schedule for 1955-56, a plan for its 
operation should be approved by the Joint Committee on Atomic Bnergy. 


I assume you did that and got that approval ? 


In the meantime, the committee does not approve of the construction of any 
permanent facilities at this time for such educational program, and urges that 
insofar as practicable the governments of nationals participating in such edu- 
cational programs or the nationals themselves should defray the cost of the 
travel and education. 

It does give them a loophole. It says: “Insofar as practicable.” 

Senator Eittenper. They did not have the author ity, Senator Mundt. 
Now, bighearted ICA comes in and provides what we refused. 


REVIEW OF ENTIRE TECHNICAL ASSISTANCE PROGRAM 


Senator Pastore. It would seem to me, from what Admiral Foster 
said, that what you ought to have is a review of the entire technical as- 
sistance program, because this is not the only case where we do it. We 
bring other groups here, and we pay their transportation; we pay 
their per diem. It strikes me this is not only the field. If you are going 
to review this, you ought to review the whole thing. 

Mr. Vance. I should think this is one of the smaller items. 

ee Pastore. I think it is rather small. From my experience 
with it, I do not think we have more than 25 students at a time from 
all over the world. 

Senator Munpr. The only difference is that it is a broad overall 
authorization of MSA; Mr. Foster is correct; this exchange of tech- 
nicians was envisioned, and this was perfectly in the scope of the law. 
In this particular instance, the committee of Congress spoke disap- 
provingly of the practice. 

Senator Pasrore. I realize that. The same argument would apply 
toward the others. If you are going to look into this, you ought to 
look into the entire panorama of this entire activity. 


INVENTORY OF FOREIGN PROGRAM NEEDS 


Senator Ex.enper. I notice you have $250,000 for inventory of for- 
eign program needs. What does this mean ? 

Mr. Hau. In many cases, countries have come to us and asked for 
help of this type. We have concluded that it is in the best interest of 
this Government to make sure that, if they deserve a modest step 

rather than to overextend themselves, we should give them that advice. 
This is the type of assistance that we would be giving. 

Senator Pastore. What kind of reactor to build? 

Mr. Haru. Advice on the kind of reactor to build, and whether it 
is preferable to spend the first 5 years in training their own people 
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and possibly doing as Dr. Edwards suggested, of having radioisotope 

laboratory or particle accelerator, or gamma ray field. This is the 

type of advice which would be envisioned under the program. 
eter Pastore. It might be well said that the $250,000 is insur- 

ance on the spending of the $5,250,000. 

Mr. Hau. That is right. 


NUCLEAR POWER POTENTIAL SURVEYS 


Senator Ertenper. The next item is, “Nuclear power potential sur- 
veys.” What is encompassed in this program ? 

Mr. Hatu. The concept that atomic power is close at hand and pro- 
vides a promise of great benefit has captured the thinking of many, 
many countries. This type of evaluation would be related purely to 
the question of where does atomic power, and at what stage, fit into 
the energy requirement of the country. This is similar to the pre- 
ceding item, except it deals principally with the problem of 
energy 

Senator Extenper. Where will ICA get the funds to pay for the 
tuition, expenses, and per diem of foreign students? Is it hidden in 
the country program ¢ 

Mr. Hau. Yes,sir. Country program. 

Senator Pastore. That is the reason why I made the suggestion you 
would have to review the whole technical assistance program. 

Senator E:tenver. No doubt about that. That is what is going to 
happen. 

Chairman Haypen. Are there any further questions? 

If not, we thank you gentlemen for your appearance. 
Mr. Vance. Thank you, sir. 





Latin AMERICA 


STATEMENTS OF HON. ROY R. RUBOTTOM, ASSISTANT SECRETARY, 
INTER-AMERICAN AFFAIRS, DEPARTMENT OF STATE; ROLLIN S. 
ATWOOD, REGIONAL DIRECTOR, OFFICE OF LATIN AMERICAN 
OPERATIONS, INTERNATIONAL COOPERATION ADMINISTRATION ; 
COL. THOMAS B. HANFORD, USA, REGIONAL DIRECTOR, WESTERN 
HEMISPHERE, ISA, DEPARTMENT OF DEFENSE; AND J. E. 
MURPHY, CONTROLLER, INTERNATIONAL COOPERATION ADMIN- 

ISTRATION 


PREPARED STATEMENT 


Chairman Haypren. We will now come to the consideration of Latin 
America in the course of our hearings. 

Mr. Rubottom, you have a prepared statement. Do you wish us 
to put it all in the record, or would you like to read it ? 

Mr. Ruszorrom. Mr. Chairman, I will be glad to summarize very 
briefly a few of my views and ask you to put this in the record, sir. 
It might save time. 

Chairman Haypen. All right. 

(The prepared statement referred to follows :) 














MUTUAL SECURITY APPROPRIATIONS, 1958 399 


STATEMENT BY R. R. Rusorrom, JRr., ASSISTANT SECRETARY FOR INTER-AMERICAN 
AFFAIRS 


I appreciate this opportunity to appear before you in support of the proposed 
mutual security appropriations for Latin America for fiscal year 1958. These 
include requests for $35 million for bilateral technical cooperation, $1,500,000 as 
the United States contribution to the technical cooperation program of the Organ- 
ization of American States, $32 million for special assistance, and $26 million 
for military assistance. 

This program is one I strongly support, because of the real advances it has 
made possible in the economies of the Latin American countries and the help 
it has given us in developing and maintaining cordial relations with them. 
Basically, we are attempting in Latin America to build our relations on a firm 
foundation of mutual benefit which will serve the best interests of ourselves and 
our southern neighbors. 

In our bilateral relationships with each of the countries of this hemisphere we 
are striving to assure prosperity and stability. Latin America is in a stage of 
transformation and growth. The area is experiencing varying degrees of eco- 
nomic and social change. The forces behind these developments have culminated 
in an intense desire among the people to achieve a better and more secure ex- 
istence. The desire for economic development and diversification of the economy 
is deep rooted and strong. The people of Latin America are proud and have 
a determination to be self-reliant and free. 

It is in our best interest to support them in these aspirations. Justification 
of our help does not depend upon altruistic and humanitarian considerations 
alone, although these are certainly present. 

On the political side, we are doing all that we can to develop the friendliest 
possible relationships, and to encourage and bring about an understanding of 
and support for United States policies, both in this hemisphere and elsewhere 
in the world. In the Organization of American States we have an entity of 
which we and our Latin friends are justly proud. Here we sit down and openly 
and freely discuss our mutual problems in the political, economic, and other 
spheres. This is a regional structure in which we have set an example the rest 
of the world might care to follow. At the United Nations, these same coun- 
tries are also counted among the firm supporters of the western way of life, which 
we all cherish. 

On the economic side, we are trying to develop and strengthen the two basic 
pillars on which any strong economic structure is built. The first of these is 
trade. The two-way flow between the United States and Latin America is our 
largest, except for Canada. This flow now totals approximately $3.75 billion 
each way. We feel that, by developing access to their products, the Latin 
Americans can provide economie stability for themselves and well-being for their 
people. At the same time we will, of course, develop partner relationships and 
customer relationships that are in our own self-interest. 

The second pillar of our economic policy is the encouragement of private in- 
vestment. About 35 percent of all United States direct private investment abroad 
is in Latin America. This is valued at over $6 billion. Again, outside of Canada, 
it is the area in which United States investors have placed the most reliance. 

Trade and investment thus play an unusually important role in the dynamically 
expanding economies of Latin America. As part of this relationship, we obtain 
certain very important products and they, in turn, obtain additional consumer 
goods for their people, as well as capital equipment and supplies so essential to 
their economic development. 

It continues to be our strong conviction that the aspirations of these countries 
to better the condition of their people can best be fulfilled through United States 
support of these two basic economic relationships, trade and investment, which 
encourage free enterprise as opposed to restrictive concepts of statism and elab- 
orate governmental controls affecting national economies. At the same time 
while relying mainly on these, we recognize that there is at present a gap which 
needs to be filled. 

There is need for sound, long-term loans to help speed the broad development 
of which Latin America is capable and desirous. The Congress and the executive 
branch have cooperated to make loan funds available. We have told the peoples 
of Latin America that we shall do our best through the Export-Import Bank to 
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satisfy their needs for sound development capital where it is not available from 
private sources. 

From the proceeds of the sale of United States surplus agricultural commodi- 
ties, we are making local-currency loans. 

There will also be access to the new development loan fund, if Congress ap- 
proves this proposal. 

We also recognize that there are bona fide emergencies that arise in an area as 
large as Latin America which require resources and expenditures over and above 
those which the individual country is capable of providing. In such cases we 
have stood, and continue to stand, ready to help Latin-American countries through 
these emergencies by extending grant aid. 

Finally, there is the shortage in the field of technical knowledge. Latin America 
has recognized the value of know-how and experience, and has sought our co- 
operation in making these available to them. We have been pleased to be able 
to make such a contribution to stronger, more self-reliant, and durable national 
economies. 

In order to effect our policy, we need to fill the gap that I described earlier. I 
think that the total of $94,500,000 we are requesting under this mutual security 
program for Latin America will help us achieve our goals. 

Let me now turn briefly to each of the parts of the program in Latin America. 


1. BILATERAL TECHNICAL COOPERATION PROGRAM 


With the signing of a general technical cooperation agreement with Argentina 
on June 3 of this year, we have now been asked by all 20 of the Republics of Latin 
America to nndertake such programs. The programs are embarked upon at the 
request of the other Governments, who ask for our cooperation in specific pro- 
grams of technical assistance, and offer to pay their fair share of the cost. They 
are not really “our programs” so much as “our contribution” to the other coun- 
try’s effort in the technical field. The objective sought coincides with our own 
interests; the assistance can be well and effectively used; and it is within our 
budgetary capacity to provide this help. We believe that these programs have 
made a real contribution to economic development and fully justify their cost to 
our Government in terms of funds and manpower. This belief is confirmed by the 
continuing and intensified interest of the Latin America Governments in this help 
and their asking that it be diversified. 

The request for $35 million compares with last year’s request for $32,350,000 
and an operational level of $31,700,000. I fully support this increase, which I 
believe desirable. The programs and projects have been carefully drawn up in 
the field and screened in Washington against the criteria and general standards 
mentioned. An appropriation of this amount will serve the best interests and 
objectives of United States foreign policy in Latin America. 


2. CONTRIBUTION TO TECHNICAL COOPERATION PROGRAM OF THE OAS 


I believe the cooperative effort of the 21 American Republics is outstanding. 
These nations comprise the Organization of American States which I mentioned 
earlier. This is the body through which we conduct all our multilateral rela- 
tions in this hemisphere, and it is an organization in which both we and the 
Latin Americans have great confidence and pride. 

The OAS has a technical cooperation program supported by all members and 
the program has had our encouragement since its inception. 

The purpose of the program is to train, at centers in Latin America, specialists 
from all the American Republics, who are then expected to return to their own 
countries and put to use the training they have received, as well as impart it to 
others in their homelands. The program consists entirely of regional projects 
for the benefit of all. 

There are six such projects now operating, and there is no duplication with 
the other programs of the United Nations or our own bilateral efforts. On the 
contrary, they complement each other. 

Apart from the economic benefits to be derived from this program, there is an 
important byproduct. In this multilateral program, the 21 American Republics 
are finding another opportunity for all of them to cooperate, to accustom their 


people to work together for common goals, and to develop understanding and 
unity of purpose. 


Perhaps at no time in our history has it been more important for the United 
States to encourage nations of the Western Hemisphere to continue their effective 
participation in this regional organization. This importance was publicly ex- 
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pressed by President Eisenhower when he called the meeting of American Presi- 
dents at Panama in July 1956. The result was the formation of the Committee 
of Presidential Representatives, on which Dr. Milton Eisenhower headed the 
United States delegation. This body has prepared concrete recommendations to 
make the Organization of American States an even more effective instrument. 
One of its desires is to see the technical cooperation program of the OAS made 
even more responsive and dynamic. 

I wish to endorse the request for $1,500,000 as our contribution to the 1958 
technical cooperation program of the Organization of American States. We 
propose again to limit our pledge to 70 percent of the total contributed by all 
participating governments. 

5. SPECIAL ASSISTANCE 


We feel it necessary to ask for special assistance funds to meet serious emer- 
gencies. Such is the nature of the help we are extending to Bolivia and Guate- 
mala at the present time, and extended to Haiti following Hurricane Hazel. 
While recognizing that unforeseen political or economic emergencies or natural 
disasters may occur in Latin America, we believe that most of these can be met 
and surmounted by the countries themselves. In fiscal year 1958, we currently 
believe that grant aid will be necessary only in the cases of Bolivia, Guatemala, 
and Haiti. 

Bolivia 


The United States program of emergency economic aid to Bolivia dates back 
to the fall of 1953, and has averted threatened economic chaos. The Bolivian 
Government was able to achieve sufficient political stability to hold free elections 
in June 1956, as a result of which the Government is more solidly based on pop- 
ular support. This, in turn, enabled the new administration to undertake, with 
United States advice and support, a program of economic stabilization looking 
toward reduction of the country’s rampant inflation and the reestablishment of 
conditions favorable to normal productive activity. In spite of the great risks 
involved, this stabilization program was initiated in December 1956, and up to 
the present has shown promising results, chief among which are the elimination 
of contraband exports of foodstuffs, the strengthening of the local currency, and 
the improvement of the agricultural industry. 

Nevertheless, ultimate success of the program will call for continued courage 
of the same high order as that displayed thus far by the people and the Govern- 
ment of Bolivia. Continued United States counsel and support are essential 
during this critical period. 

Guatemala 


Funds have been provided since fiscal year 1955 to assist the anti-Communist 
Government of Guatemala in overcoming obstacles inherited from preceding 
governments, in developing the country’s economy, and in improving the living 
standards of its people. Immediate objectives have been met, in that improve- 
ment in the economic and financial situation is visible and the unemployment 
crisis which faced the new government has been relieved. Only limited improve- 
ment is yet apparent, however, in the living standards of the average man. The 
Government must continue roadbuilding and agricultural development programs. 
I consider it to be in the United States national interest to supply Guatemala 
with an additional modest sum of grant aid in order to assist it in providing 
visible evidence of economic development under a democratic government. 

Haiti 


The political and economic situation in Haiti has deteriorated to such a degree 
that any continued downward trend could result in collapse. During the first 
5 months of 1957, successive interim governments have been faced with the threat 
of complete financial breakdown. It is estimated that there will be a substantial 
balance-of-payments deficit for the fiscal year ending September 30, 1957. A bad 
coffee crop and a drop in tourism are the principal reasons for the dollar deficit, 
but a lack of fiscal controls, the large foreign debt, and a fast growing population 
are contributing factors to a generally difficult situation. 

Special grant assistance will be needed, but should be related to a program of 
stabilization to support the Haitian currency and to assure minimum import 
requirements. The program may embody help from the International Monetary 
Fund and private banks, and should be subject to adequate controls to assure its 
efficacy. Local currency developed from the dollar grant would be utilized for 
such Haitian projects as may be determined to have highest priority in the 
economic rehabilitation of the country. 
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4. MUTUAL DEFENSE ASSISTANCE 


Geographic proximity alone requires that we take Latin America into consid- 
eration in planning for our own defense. But the reasons are more compelling 
than geography. The United States and the other American Republics have 
become dependent upon each other for a large volume of materials essential to 
their security and well-being. During World War II we kept this flow open with 
our own Navy, with some assistance from Latin America. It is our objective 
through this prozram to enable our Latin American neighbors to assume an 
increasing responsibility for the defense of these routes of communication. We 
also seek to help them become better able to discharge their responsibility for the 
protection of sources of supply in Latin America. Considering that Latin America 
is over three times as large as the United States in area, with a population greater 
than the United States, that its coastlines are more extensive than ours, and that 
some of the world’s principal routes of communication run through the area, 
this is a task of no small proportions. 

Our sister Republics are bearing the major share of the cost of their defense 
establishments. They are spending approximately $1.4 billion annually for 
maintenance of their military forces as opposed to an average of some $25 
million that the United States has recently been providing annually on a grant 
basis. The appropriations request for the coming fiscal year is for an additional 
$26 million. Although our contribution is small in comparison with their own, 
it provides tangible assurance that adequate attention is given to areas essential 
to mutual defense. 

There is an additional point I wish to make, Latin Americans often do not 
have the funds readily available to pay cash for military equipment, and have, 
therefore, either urged that the United States provide the equipment on a grant 
basis or have gone to suppliers in other areas of the world which could offer 
credit terms. The Department of Defense is requesting an appropriation for the 
specific purposes of financing credit sales of military equipment and, by amending 
section 103 (c) of the act, to permit the use of repayments for the purpose of 
financing further credit sales. So far as Latin America is concerned, we do not 
envisage that this will require in excess of $35 million to $50 million for the 
coming year, but it will give us the means of operating an effective and orderly 
military sales program. We fully expect, and our experience to date on the few 
military credits that have been extended would confirm, that such military credits 
will be repaid. 

BILATERAL TECHNICAL COOPERATION 


Mr. Rusorrom. We appreciate the opportunity to come before you 
today, sir, and to ask appropriations under the mutual security pro- 
gram for Latin America for fiscal year 1958 of $35 million for bilateral 

technical cooperation which, as you know, is a historical program in 
our area, going back more than 15 years, which has set a pattern for 
the programs elsewhere. 

One million five hundred thousand dollars as the United States con- 
tribution to the technical cooperation program of the Organization of 
American States. Thirty-two million for special assistance, pri- 
marily the emergency grand-aid program for Bolivia, Guatemala, 
and in all probability Haiti, and $26 million for military assistance. 

In Latin America we are constructing an edifice, Mr. Chairman, 
which is one of the most important, I believe, that we are building 
anywhere in our relations abroad, and one which is serving, by its 
experience, as an example for many other less developed areas of the 
world to follow as they progress. 


ORGANIZATION OF AMERICAN STATES 


We are participating as one of the 21 states in the Organization of 
American States which, for 70 years, has been gradually growing and. I 
think, perhaps gaining strength by virtue of ‘this gradual process. It 
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has set an example even for the United Nations itself, and certainly for 
the NATO organization, through the Rio treaty which was signed 
in 1947, and for the Baghdad Pact and the SEATO area now which 
are both developing as regional organizations under the United Na- 
tions. 

We can be very proud of the OAS. It has just recently settled its 
ninth dispute between member states in the last 9 years, 5 of which 
have been settled under the Peace Commission and 4 under the Rio 
Treaty itself, avoiding conflict and the ghastly cost both in human 
life and economic resources of war. 

In addition to our participating around the table as one twenty-first 
of this Organization of American States, we, or course, are building 
a very close bilateral relationship through our personnel assigned to 
these 20 missions which we have established in the various countries. 

Of course, our desire is to build the closest and most friendly rela- 
tions that we can with each one of these states, to help protect and de- 
velop our own security, as well as their security in this hemisphere. 
On the political side whic ‘h I have just described, I think we have made 
tremendous progress in the last few years and that we have a bright 
horizon ahead of us. 

I would like to turn for just a minute to the economic side and to 

say, as this committee already knows, that we are undertaking to build 

an economic relationship throughout the area based primarily on trade. 
This has now reached the proportion of some $714 billion: that is, 
total trade, per year, or about. $334, billion each way. In addition to 
trade, we are endeavoring by infl uence and persuasion to have the 
other states establish the very best possible climate for private invest- 
ment, to take the private enterprise philosophy which hag built the 
United States and make it their own. 

I think there is general agreement throughout the hemisphere that 
they would like to build their economies that way, on these two pillars, 
trade on the one hand and private enterprise on the other. I should 
stress that by improving their political climates at home, they will 
also attract their own domestic investment which, in some cases, has 
taken refuge outside of their countries. This is a very desirable addi- 
tion to the foreign private investment, which is not the only thing I am 
referring to w hen I say “private investment.” 


EXPORT-IMPORT BANK LOANS 


There is, of course, the matter of loans which we have encouraged 
down through the years through the Export-Import Bank, which is an 
institution of our gov ernment and an instrumentality of our own 
policy, and_ which duri ing this past year has made more loans than it 
has in any single year in Latin America. 

Of course, the WwW orld Bank, of which we are a part, has also taken a 
prominent part in Latin America. Then there are Public Law 480 
agreements which have been reached with eight countries in the hemi- 
sphere. We contemplated loans this past year of something in excess 
of $200 million under Public Law 480, so that we are encouraging the 
countries and their economic development, in projects that are ‘not nor- 
mally considered capable of attracting private investment. 











404 MUTUAL SECURITY APPROPRIATIONS, 1958 


AID PROGRAM 


Then finally, where there is a gap that is not yet filled by these three 
principal economic pillars that I have just described, there is the aid 
program which we have had on a rather reduced scale in Latin 
America, but which nevertheless has played a very significant part in 
such countries as Bolivia. We have had an aid program in that coun- 
try for the past 4 years and it has enabled Bolivia to put into effect, 
beginning last December, a stabilization program which I think effers 
the most hope that anything has in Bolivia of restoring some stability 
to its economy. 

ASSASSINATION OF PRESIDENT OF GUATEMALA 


Of course, Guatemala which, since the pro-Communist Arbenz gov- 
ernment was overthrown in 1954, has made tremendous strides and we 
have helped them through an aid program. This is the fourth year 
there. Ishould make some reference here to the tragedy which Guate- 
mala suffered over the week end with the assassination of their Presi- 
dent, Carlo Castilla Armas, which represents a great loss to this coun- 
try and to his own country, of course. We are hopeful that the con- 
stitutional transition which is taking place there will enable them to 
carry on successfully. 

; ; SITUATION IN HAITI 


Haiti I should refer to also, because we did make a grant-aid contri- 
bution following the terrible hurricane of October 1954 which badly 
damaged that island and this year, following 6 months of political 
instability and economic difficulty, due to a very bad coffee crop last 
year and a very serious drought, the prospects are that there will be 
need for additional grant aid there and we feel that we should help 
them. 

They are close to us. They very badly need aid. They are recep- 
tive to it, and T should mention here, because I know this committee 
is interested, that today at noon we recognized the junta government 
which has been in contro] of the island, as it stated it would carry out 
its international obligations. It has been in power there for the last 
514 to 6 weeks. 

Senator Eirxrenver. Is that amount of aid in excess of the amount you 
are asking now ¢ 

Mr. Rusorrom. No, sir; this is the amount that we have in mind, 
Senator, approximately that much. 

Senator Cuavez. Asa result of late doings in Haiti / 

Mr. Rusorrom. Yes, sir. As a matter of fact, their treasury is al- 
most bare. Their foreign exchange reserves have been just about 
used up and in cooperation with our ICA colleagues, the International 
Monetary Fund, and our own Treasury Department, we hope to put 
a program into effect by using this much of aid and perhaps some 
International Monetary Fund drawings which will help them establish 
a stable economy and put them on the right road. 

Senator Cuavez. Mr. Secretary, if I understand you correctly, you 
are asking so much for direct aid and so much for military aid ? 

Mr. Rcsorrom. Yes, sir. 
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Senator CHavez. That is not the only thing or the only way by 


which there will be any aid. International banks also aid in making 
loans? . 


Mr. Rusorrom. That is true. 

Senator CHavez. You are trying to encourage, you are trying to 
agree w ith the American Organization of States to try to get the 
Government in such stability that the American businessmen would 
want to go down there and invest ? 

Mr. Rusorrom. That is true, and also to keep their own investment 
at home rather than have it leave the country, as so frequently happens. 


APPROPRIATION REQUEST 


Senator CHavez. The request is for $35 million for bilateral tech- 
nical cooperation, $1,500,000 for contribution to the technical coopera 
tion program, $32 million for special assistance and $26 million Sor 
military assistance ? 

Mr. Rusorrom. Yes, sir. 

Senator Cuavez. Besides that there are other ways by which they 
are being helped ? 

Mr. Rusorrom. Yes, sir. 

Senator Cnavez. That is what I wanted the record to show. 

Mr. Rusorrom. Indeed there are. 


TOKEN REPAYMENTS ON LOANS 


Senator Cuavez. I think I know the state of mind and the psychol- 
ogy, that they prefer to get themselves set up by their own bootstraps 
like the American system around here. 

It is all right to borrow money and pay it back. We were insisting 
in this particular bill even if we make them loans that they ought to at 
least make a token payment right away like the average American 
housewife does; she goes to get a radio or television set. She will 
start paying in order to keep her credit. 

Mr. Rusorrom. We have tried to instill in our friends in Latin 
America the same feeling of self-reliance which characterizes our 
own economy up here. 

Chairman Haypen. Senator Thye? 


PROVISION OF COMMODITIES UNDER PUBLIC LAW 480 


Senator Ture. The commodities or products that go down there 
under Public Law 480, what are some of the products? Do you have 
knowledge of that ? 

Mr. Rusorrom. Yes, sir. Without going into the details, I would 
say in the case of the Brazilian program, for example, which is the 
largest one that we have had, $150 million program for 3 years, most 
of that is wheat. I should say that we have very carefully consulted 
with the other wheat-growing countries that would normally attempt 
to fill part of the Brazilian market to avoid hi aving an unfair and 
serious impact on their own normal shipment. 
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Senator Ture. So it is mostly wheat. 

Mr. Rusorrom. Mostly wheat to Brazil. Quite a bit of wheat to 
Chile. Some dairy products to Chile and miscellaneous other prod- 
ucts. Someone has just handed me here a list of the commodities. 
Edible oils is a signficant one to Argentina. 

Senator Ture. Do you have dollars and cents on that item, edible 
oils? 

Mr. Ruszorrom. Yes. It is approximately $31.1 million worth of 
edible oil to Argentina. 

Senator Ture. You have an entire chart there of Public Law 480 
commodities or products that have gone in under this program ? 

Mr. Rusorrom. Yes, sir. 

Senator Ture. Mr. Chairman, it would seem to me that it would be 
highly desirable if the report was made available for the record. Then 
when we picked up the record we would have all the public-law 
products that have gone into those foreign countries. 

Mr. Rusorrom. Wecan do that, sir. 

Chairman Haypen. Without objection, that may be done. 

(The chart referred to follows :) 
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TRADE WITH LATIN AMERICA 


Senator Ture. Then the other question will be what trade do we 
enjoy with those countries? For instance, we will ship from our 
economy to those countries what products or what manufactured goods 
outside of agricultural commodities? 

Mr. Rvusorrom. Latin America in general now, Senator, is our sec- 
ond largest customer in the world, ranking only after Canada. It 
has replaced, if you take the last 3 years’ figures, Western Europe as 
our No. 2 market. 

Senator Ture. That is tractors, automobiles, tools and equipment 
to equip their plants? 

Mr. Rvusorrom. Everything. I would say heavy manufactured 
products, including heavy machinery, automobiles, trucks, buses, dur- 
able consumer goods of all kinds. 

Senator Tarr. Do you have this in dollars and cents? 


DOLLAR VALUE OF TRADE 


Mr. Rusorrom. This last year, calendar year 1956, we shipped to 
Latin America approximately $3.8 billion worth of our products 
which were both manufactured products and agricultural products 
for dollars. That is leaving out the Public Law 480. 

We bought from Latin America approximately $3.6 billion of their 
products, foodstuffs, petroleum, coffee, of course, is the largest single 
item, minerals, and so forth, is an almost balanced trade. 

Senator Tuyr. Everything? In other words, you took beef from 
those foreign countries? 

Mr. Rusorrom. We took canned beef. 

Senator Tuyr. I know you do. 

Mr. Rusorrom. [ron ore from Venezuela, long staple cotton and 
minerals from Peru, copper from Chile, particularly, and petroleum 
from Venezuela. 

Senator Tuyr. Your trade has been quite well in balance between 
thuse countries between your exports and imports’ 

Mr. Rurorrom. Generally in balance and wherever there is a gap, 
as in the case of Mexico, the tourism and the invisibles have largely 
filled in the gaps. There are some areas where there is a chronic im- 
balance, but for the most part the trade is in balance. 

Senator Cuavez. In Mexico, Senator Thye, the trade is not bal- 
anced, but the tourist trade kind of makes up for that. 

Senator Tuyr. That is right. Thank you. 


SPECIAL ASSISTANCE FUNDS FOR BOLIVIA 


Senator EL.tenper. Mr. Secretary, can you tell us how the special 
assistance funds for Bolivia will be used? I remember one time you 
had it under defense support. Why do you have it under special as- 
sistance now? What isthe difference ? 

Mr. Rusorrom. This last year we changed the category there. 
There is no difference in the way the sum is being spent in Bolivia 
except for the difference in the category as far as the listing of the 
presentation to you is concerned. 

They put into effect in December an economic stabilization program. 
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A stabilization fund of $25 million was provided. The United States 
SSPABUET Department put up $714 million. The International Mone- 
tary Fund put up $714 million, which j is a total of $15 million, and the 
ICA put up $10 million which was used primarily to import needed 
commodities for the Brazilian economy. 

Senator ELLenperR, I am talking of Bolivia. 

Mr. Rusorrom. Bolivia. I beg your pardon. This makes a total 
of $25 million for Bolivia for the stabilization fund, of which $10 
million was part of the ICA money, Now, the rest of the aid was used 
primarily to import foodstuffs into Bolivia. 

Senator Exrenper. The United States fund of $714 million and 
the Monetary Fund of $714 million, are both repayable ? , 

Mr. Rusorrom. Yes, sir. This is the stabilization fund, Senator, 
which, if drawn against, would require eventual repayment. 

Senator Eirtenper. Is the ICA $10 million a grant ? 

Mr. Rusorrom. Yes. 

Senator Ettenper. Last year we provided —-——— . Will the amount 
for fiscal year 1958 be used exclusively to buy commodities, or will it 
be used for other purposes / 

Mr. Rvusorrom. I think it is intended it will be used primarily for 
imported commodites. Mr. Atwood, who is Director for the Latin 
America ICA, is here. Of course, this dollar money in turn generates 
the Bolivian counterpart which are reinvested for economic “dev elop- 
ment there. 

Senator ELLeNpER. That is for various projects / 

Mr. Rusorrom. Yes, sir. 


OPERATION OF TIN MINES IN BOLIVIA 


Senator ExLtenper. To what extent have you assisted Bolivia in 
operating the tin mines ? 

Mr. Rusorrom. Senator, I do not think there is any greater manifes- 
tation of the Bolivian revolution which took place in 1952, with the 
bringing into power of the MNR government, than the nationalization 
of those tin mines. 

We, as a government, have not contributed directly to the operation 
of those mines. However, the Bolivian Government itself contracted 
tor—that is, the survey group that went down there—Ford, Bacon & 
Davies—which made a survey of all their mineral properties there and 
potentiality, including the tin mines, and found that there are bright 
prospects if investment can be attracted for developing other mineral 
resources such as copper, lead and zinc, in addition to tin properties. 

But that is a very, very difficult problem for Bolivia to work out. 
We are continuing to encourage the Bolivian Government to the ex- 
tent that we can to arrive at some settlement with the former tin own- 
ers, and those negotiations are still being carried on. 

Senator Exiienper. In the meantime, since 1952 these mines have 
been operated by the Government. 

Mr. Rurnorrom. Yes, sir; the Bolivian Mining Corporation. 

Senator ELienper. I would certainly like to see private enterprise 
operating these mines instead of the Bolivian Government. 

Mr. Rusorrom. Well, there were two problems of negotiation to 
which I referred a year ago, Senator, when you asked me some of the 
same questions about Bolivia. 
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One of them had to do with the arrangements with the former tin- 
mine owners. ‘That one is still unsolved. The other one which you 
also asked me about last year had to do with the settlement with the 
defaulted bondholders. That settlement was arrived at about 6 weeks 
ago, with the bondholders council in New York, so that that is one of 
the thorny problems which is out of the way and which should help, 
certainly in the long run, to clear up Bolivia’s name creditwise. 


OPERATION OF MINES BY PRIVATE ENTERPRISE 


Senator ELtenper. Would you say that progress is being made in 
having these mines revert to private enterprise ? 

Mr. Ruwortom. I think that is possible. One of the mineral re- 
sources they have there, of course, is petroleum. There has been very 
encouraging development in the petroleum field with concessions hav- 
ing already been granted to two companies to go in and explore for 
oil with advance royalty payments which, of course, are helping the 
Bolivian Government in this present tight financial situation. They 
have recently taken bids for other concessions there, too. 

So I think, taken as a whole, we can be encouraged by the direction 
in which things are moving, but I do not want to paint too bright a 
picture because the problems still are very serious. 


AGRICULTURAL DEVELOPMENT 


Chairman Haypen. I want to ask you a question about agricultural 
development. My understanding was that prior to this present revolu- 
tion they follow ed the old coloni il system, that is, there were a large 
number of landowners and the Indians worked for them. 

They had a small patch of ground they could cultivate, but they 
had to devote about half their time to the landowner, and there was 
no such thing as private ownership in any wide scale. Now have those 
estates been divided up; have, as I understand, had patents issned 
to small tracts / 

Mr. Rusorrom. There is some very encouraging land resettlement 
going on there. 

Chairman Haypen. I would like to know more about that in the 
high country. Also, I understood that by the construction of this high- 
way coming down from the mountains into the lowlands, there was 
some very fine body of agricultural land there that could be opened, 
something like on our own homesteading basis. Has anything been 
done about that ? 

Mr. Atwoop. Yes, sir. In answer to your question, on the bigger 
landholdings, some of those have been broken up and title is being 
given to the Indians for certain size properties, what we would call 
small- or medium-sized farms. 

Outside of that, the largest development has taken place in that 
eastern part of Bolivia which is the area that was opened up by this 
new highway, which is called the Cochabamba-Santa Cruz Pichia, 


financed by the Export-Import Bank loan and by the Bolivian Gov- 
vernment itself. 

It connects the highland area at Cochabamba with the agricultural 
area which had never been opened up before and never was available. 
A tremendous development has taken place as a result of the building 
of that highway and the extension of that highway to the north about 
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45 or 50 miles, which was done by the Bolivians, not with any of our 
money, and from that feeder highways have been built and a great 
deal of settlement has taken place in that area and the agricultural 
production has increased tremendously. 

Since the stabilization program has gone into effect, and there is an 
incentive price in Bolivia, the food is now staying in Bolivia. It used 
to go out. It used to be smuggled out because you would get a higher 
price outside of Bolivia. Now it is staying in Bolivia since last De- 
cember. 

It is really having an important bearing on the economy of Bolivia. 
In the highlands to some extent the same thing has taken place, not 
us much settlement, but several hundred thousand have opened up 
areas in the highland, what we call the highland area of Bolivia. 


RAISING OF CATTLE AND SHEEP 


Senator CHavez. What about stock—cattle and sheep ? 

Mr. Arwoop. They are now for the first time self-sufficient in meat. 
They are bringing them in to market. As you may know, they had 
a great many cattle up in the Beni area to the north and eastern 
Bolivia, but no possible way of getting them into the market except 
by air. The airfields were only opened for 1 or 2 months during the 
year. 

Senator Cuavez. I have always been of the opinion anyway that 
one of the best things that Uncle Sam could do for Bolivia, even bet- 
ter than this, is to try to get Chile to let them have a port in the Pacific. 
It is an inland territory; they cannot get out without paying tribute to 
another country. 

Mr. Arwoop. They are working on that problem. Their outlet 
through Chile and through Peru is much easier than it has been at 
certain times in the past. 

Senator Cuavez. Iam glad to hear that. 

Chairman Haypen. Are there any further questions ? 

If not, we thank you, sir. 

Mr. Atrwoop. I think I should add to the Senator’s question of Mr. 

tubottom that in addition to this Ford, Bacon & Davies study which 

is helping to get the mining industry on this solid foundation (it is 
not money helping the nationalized mines to develop), and which is 
helping to bring about a change in the mining industry, they have also 
asked us for assistance in drafting a mining code. 


PREPARED STATEMENTS 


Chairman Haypen. Mr. Atwood has a statement, and Colonel Han- 
ford has one. We will place these statements in the record. 
(The statements referred to follow :) 


STATEMENT oF Con. THomMAS B. HANrForp, Drrector,, WESTERN HEMISPHERE 
REGIONAL OFFICE, OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE FOR INTER- 
NATIONAL SECURITY AFFAIRS 


Mr. Chairman and members of the committee, the United States program of 
military assistance to our Western Hemisphere neighbors is an important part of 
the buildup of free world forces, even though many thousands of miles separate 
the area from the Sino-Soviet bloc. The reasons for this lie in the events which 
have taken place there over the last quarter of a century. Prior to World War 
II, the military forces of Latin American countries were equipped, organized, 
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and trained predominantly by the Axis Powers, primarily Germany. This re- 
sulted in strong Nazi influence in the ranks of the armed services. In addition, 
during this period, international communism was attempting to infiltrate the 
area through a campaign to get control of Latin American labor unions and infuse 
the principles of communism into the minds of industrial and agricultural labor- 
ers. The United States, recognizing this threat, started its elimination by in- 
troducing its own military training missions into the area. This move was so suc- 
cessful that today we have a military training mission from at least one of the 
services in each country with the exception of Mexico. These missions are joint- 
ly supported by the United States and the country concerned. 

The advent of World War II brought temporary relief from the Communist sub- 
versive invasion and halted the flow of Axis equipment and training into the 
area. But even with this relief from Communist subversion and from Axis mili- 
tary influence, it was still necessary for the United States to divert over 100,000 
men and their equipment to Latin America in order to insure its physical security 
from the threat of direct Axis aggression. 

With the defeat of the Axis Powers in World War II, the United States had 
no longer to be concerned with Axis military influence in the area. However, 
the United States was faced with the prewar Axis doctrine still imbedded in the 
top military ranks and with the obsolescence of Axis equipment. The Latin 
American countries required modern replacement equipment and were deter- 
mined to obtain it from some source. 

In the postwar period, the Communists once more turned their attention toward 
Latin America. Their action in Guatemala in 1954 left no doubt as to Soviet 
intentions to establish a foothold in the Americas. That country was then in 
serious danger of becoming a satellite of the Soviet Union. Soviet bloc military 
hardware to an estimated value of $10 million was actually delivered to this 
country. Fortunately, the courageous Guatemalans overthrew the Communist 
regime, and international communism lost an advance base in the Western Hemis- 
phere. However, we are now faced with a more subtle kind of Communist action 
in keeping with their more recent policy of economic penetration. It takes the 
form of trade missions and barter transactions designed to lure South America 
away from the United States and toward the Soviet bloc. 

The South American Continent is of great strategic importance to the free 
world, not only because of its location but also as a source of strategic materials. 
We cannot afford to ignore the area. From the early days of our Republic, the 
Monroe Doctrine has been one of the pillars of our foreign policy. We seek two 
things in Latin America: first, that they continue friendly to us; and, second, 
that they assist us in the defense of the hemisphere. By reasons of geography, 
source of raw materials, potential manpower and security of the hemisphere, we 
must of necessity treat each Latin American nation with dignity and sympathy, 
without limitations as to its physical size and location. In enemy hands the Latin 
American countries could provide bases for attack which would be dangerously 
close to the United States. 

The bulge of Brazil offers a major approach from Africa to the Western Hemi- 
sphere, and with the present rate of saturation of our northern air routes, it wil! 
not be long before there will be a need for the use of airfields in Brazil in addi- 
tion to the present need for tracking sites for guided missiles and for communi- 
cation facilities. Brazil also has extensive deposits of rare earths containing 
thorium, which may well be a source of nuclear energy for United States use. 

Colombia and Venezuela lie in close proximity to the Panama Canal and flank 
the Caribbean on the south, forming the southern anchor of a natural Caribbean 
defense perimeter. Venezuela is rich in oil and iron ore, on which our produc- 
tive efforts depend. 

Peru and the shipping lanes along its 1,000-mile coast are strategically vital 
to hemisphere defense. During World War II, Peruvian submarines guarded 
the operations of the Talara coastal oilfield, from which a steady stream of 
tankers transported petroleum across the ocean to our forces in the Southwest 

-acific. 

Chile is of strategic importance not only because of the important products we 
obtain from it but also because its comparative remoteness to the southward 
would make it a likely area of attack and possible invasion by enemy forces. 

The ability and potential of Latin American forces were demonstrated both 
in World War II and the Korean conflict by the contributions of combat units 
from Brazil and Colombia. Colombia also was among the first to volunteer 
and send army forces to the United Nations for duty in the Suez crisis. This 
was ample evidence of their willingness to stand beside the United States in 
time of necessity. 
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The United States has mutual defense assistance agreements with 12 of the 
Latin American countries: Brazil, Uruguay, Chile, Peru, Ecuador, Colombia, 
Nicaragua, Honduras, Guatemala, Cuba, Haiti, and the Dominican Republic. 
Through the military assistance program, we are helping those countries to im- 
prove their capabilities for effectively carrying out military missions important 
to the defense of the hemisphere. The program also promotes closer military 
cooperation between the United States and those countries and contributes to 
the mutually beneficial ties between them and ourselves not only in military 
matters but in all our relations with Latin America. 

The bilateral military agreements with the Latin American countries come 
within the framework of the Inter-American Treaty of Reciprocal Assistance, 
which established the principle that an attack on one American state is an attack 
on all. The agreements also promote the objective of the resolution on military 
coperation which was adopted at the fourth meeting of consultation of the 
Ministers of Foreign Affairs. That resolution urges the American Republics to 
orient their military preparations toward the common defense of the hemisphere, 
rather than confining such preparations to the defense of their individual coun- 
tries. 

The countries of Latin America do not have the financial resources or the 
experience in modern warfare to train and equip forces for hemisphere defense 
missions without external help. With necessary assistance, however, they can 
produce suitable combat troops. The military assistance program for these 
12 Latin American countries has provided $156 million worth of equipment, ma- 
terial, and training from the inception of the program through 1957. 

This assistance has enabled these countries to organize, equip, and train units 
which, by Latin American standards, are modern and effective military organiza- 
tions, with a combat potential capable of contributing to the defense of the 
hemisphere. The contribution of these units to hemisphere defense in a major 
world conflict would undoubtedly alleviate the necessity for large dispersal of 
United States troops in the area to provide security to lines of communication, 
bases, and strategic materials. 

All of the Latin American countries, by virtue of their acceptance of the 
general plan for the defense of the Western Hemisphere, are permitted to pur- 
chase military equipment under the military equipment sales provisions of the 
Mutual Security Act. During the 1950-57 period, they have purchased equip- 
ment at a country cost of approximately $63.2 million. 

For the coming year, we are requesting the appropriation of an additional $26 
million to continue the military assistance program in Latin America. This 
amount will provide maintenance for the forces in being in the amount of $18.6 
million to include spare parts, training ammunition, and training. The balance 
of $7.3 million will provide for force improvement to raise the combat potential 
of the forces. This will be accomplished by the provision of a small amount of 
unit equipment deficiencies and major overhaul of equipment. 


STATEMENT OF ROLLIN S. AtTwoop, Director, Orrick or LATIN AMERICAN 
OPERATIONS, INTERNATIONAL COOPERATION ADMINISTRATION 


It is a pleasure to appear before the Senate Committee on Appropriations for 
Foreign Aid in support of the mutual security program in Latin America. 

The program for Latin America for fiscal year 1958 for which we are requesting 
funds in this presentation includes four distinct but closely related types of oper- 
ations; (1) bilateral technical cooperation for which we are requesting $35 
million (2) special economic assistance to the extent of $32 million which has 
been programed for next year (3) military assistance for which $26 million is 
requested, and (4) United States contributions to the technical cooperation pro- 
gram of the Organization of American States for which $1% million is requested. 
There are several other types of operations within the total mutual security pro- 
gram which are carried on in Latin America such as the atoms for peace pro- 
gram, local-currency loans made from the receipts from the agricultural sales 
under Public Law 480, and loans which may be made from the development loan 
fund which has been requested for the first time this year. No request is being 
made for defense support funds for Latin America. In my brief remarks I will 
limit myself to a discussion of the bilateral technical cooperation program and to 
the program for the use of special economic assistance in three countries of 
Latin America. 
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BILATERAL TECHNICAL COOPERATION 


The bilateral technical cooperation program which is being carried on with 
26 countries in Latin America is, as I am sure you know, a jointly operated and 
jointly financed program. The size of this total program in fiscal year 1958 will 
approximate $87 million ($87,338,000) and will include a contribution of $35 mil- 
lion by the United States and $52,338,000 from the Latin American countries. In 
fiscal year 1957 the total program approximates $78 million ($77,956,000) made 
up of United States contributions of $31,700,000 and a host government con- 
tribution of $46,256,000. In fiscal year 1956 the total program was $68,525,000 
of which the United States contributed $27,675,000 and the host governments con- 
tributed $40,850,000. I should like to point out that the Latin American con- 
tributions, as noted above, have been converted into dollars at free rates of ex- 
change. I should also like to point out that the United States participation in 
this program has represented 40.4 percent, 40.7 percent, and 40.1 percent, respec- 
tively, in the 3 years mentioned above. In March 1957 the total personnel en- 
gaged in carrying out this program was 16,525. The number of United States 
nationals is 991, or 6 percent of the total, and is made up of the following: United 
States administrative employees 102, United States program technicians 759, and 
United States technicians under contract 130. The estimated number of United 
States employees on duty at the end of fiscal year 1958 will be 1,109. There will 
be at least a comparable increase in the number of non-United States technicians. 
The unliquidated balance, or pipeline, on June 30, 1957, was $27,340,000, com- 
pared with a fiscal year 1958 request for $35 million. In connection with our 
programs involving emergency economic assistance and the funds made available 
through the Smathers’ amendment our unliquidated balance on June 30, 1957, 
was $41,330,000. This compares with a $52 million appropriation for fiscal year 
1957 and a potential program for fiscal year 1958 of $57 million consisting of $32 
million of special assistance under section 400 (a) and $25 million under section 
400 (b) as a result of the amendment sponsored by Senator Smathers. 

The primary objective of technical cooperation programs is to bring together 
technicians of the cooperating country and of the United States in order to 
facilitate the exchange of skills and experience. This is done in four major ways. 
First, qualified United States technicians are hired directly by the United States 
Government and sent to the cooperating country. Second, technicians are pro- 
vided through contracts with private United States citizens, groups, associations 
or universities in cases where more effective results can be obtained through a 
contractual arrangement. The third major method of technical interchange is 
to bring technicians from the cooperating countries to the United States for train- 
ing or to send them to third countries where adequate facilities are available. 
The fourth way is by making a cash contribution to a joint servicio (a joint serv- 
ice unit or bureau within the other government) to carry out such parts of the 
program as involve joint cooperative demonstrative projects. 

The following table shows the amounts requested in last year’s presentation, 
the present estimate of obligations during fiscal year 1957 and the amounts re- 
quested for fiscal year 1958 for the technical cooperation program. 


{In thousands of dollars] 


Fiscal year 
1957 current | Fiscal year 
estimate /|1958 proposed 





Fiseal year 
| 1957 presen- | 





tation | June 30, 1957 
United States contributions, programed costs: 
United States technicians: 
By direct hire. __.-__. -- A sey enter eos) 13, 025 | 11, 480 | 13, 294 
By contract ah on 3, 391 | 3, 248 2, 581 
Participants - ‘ 6, 119 6, 663 7, 941 
ST ek OWEN iat set ek Te a seta s heme } 6, 937 6, 973 7, 529 
Other costs - ; ; save isl 2,173 2, 235 | 2, 385 
Supplies and equipment 705 1, 101 1, 270 
Pebee i. 3% asl be oii tadicinbdsicd do Lbubtnticak 32, 350 31, 700 35, 000 
Contribution of host countries: | 
Cash (dollar value estimated at free rates of exchange) - -- -| ! 25, 000 36, 292 40, 434 
Kind (dollar value at free rates of exchange) _ 


ae 44t (2) 9, 964 | 11, 904 


1 In the fiscal year 1957 presentation this figure was $55,000,000 converted to dollar value on the basis of 
par values as reported by the International Monetary Fund. On the basis of free rates of exchange the 
dollar value would have been $25,000,000. ‘The latter figure is shown in this table to permit comparison with 
the current estimate for 1957 and the estimate for 1958. 

2 Not estimated. 
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The following table compares the amounts requested in the fiscal year 1957 
presentation with the current estimates for fiscal year 1957 and the proposed 
amounts for fiscal year 1958 by substantive fields of activity. 


{In thousands of dollars] 














lj Fiseal year Estimated | Proposed 
Field of activity | 1957 con- program fis- | program fis- 
gressional | cal year 1957 | cal year 1958 
presentation 
ese diode - - 
' ; 
Agriculture and natural resources cores | 10, 668 10, 169 10, 852 
Industry and mining --__ i ‘ 2, 851 2, 473 2, 918 
Transportation. ._ 1, 935 2, 055 2, 399 
Labor.....- ‘ : 34 eeveeetl 1,032 | 1, 031 1, 514 
Health and sanitation_- 6, 339 | 6, 115 6, 369 
Education. py ae SLU 5, 040 4, 901 5, 959 
Tatil etenbntatathen 5. o.oo ts pth sauces cae tis 1, 973 | 2, 045 1, 785 
Community dev elopme! nt, social we fare, and housing. - ie 554 576 783 
General and miscellaneous z : ee | 1, 908 2, 335 2, 421 
Total __-- dew Ghd dink 4anbttete Sa a Sthet eteen bid } 32, 350 31, 700 35, 000 








The United States participation in the technical cooperation program is directly 
related to programs that each country is carrying on in the various fields of 
activity. Each project and each activity is judged in terms of its effectiveness 
in the economic development program of the country, based on criteria such as 
the following: (1) It must be a genuine host government request for assistance 
in connection with a project or program which the country is carrying on or 
which it has determined should be carried on, (2) there must be joint approval 
of the objectives and goals to be achieved and the manner in which the country 
hopes to achieve them, (3) the means at hand to work with, (4) the degree of 
support given to the project, (5) the manpower and financial support planned, 
(6) third party participation, if any, (7) the timing of the project, and (8) the 
duration of the project. 

The national interest of the host country to be served by t he project is discussed, 
as is the national interest of the United States in achieving the planned goals. 
Each project is carefully evaluated for its usefulness and the extent to which 
it will be effective in meeting basic needs of the host country. A project must 
be in the national interest of both countries taking part init. All of the projects, 
with possibly a few exceptions, included in this year’s presentation have been 
through the evaluation process just described. Subject to a more formal com- 
mitment the host country has indicated the extent to which it will be able to 
participate. The type of participation and the estimated cost of the United 
States portion has been programed by United States missions aboard and has 
been reviewed in Washington. The program is ready to be approved for field 
implementation as soon as funds are made available. A large part of the host 
country funds have already been approved because many of the legislatures in 
Latin America meet earlier than the Congress of the United States. 

I have described this process in order to indicate that the bilateral technical 
cooperation program is not merely an illustrative program prepared here in 
Washington but has been thoroughly discussed with the host governments be- 
fore it is presented to the Congress. 

The technical cooperation program over the last 15 years has shown hundreds 
of thousands of people, perhaps millions, that through individual efforts with the 
skills and technical knowledge available today they can become independent, 
self-respecting farmers and businessmen and can through hard work achieve the 
goals of better housing, better health, better education, better food and clothing, 
and better opportunities for themselves and for their children. 


SPECIAL ECONOMIC ASSISTANCE 


Special economic assistance has been limited to cases of serious temporary 
economic or politivo-economic emergencies. In fiscal year 1958 we have pro- 
gramed this type of assistance to the extent of $32 million. We have rendered 
this type of assistance to Bolivia, Guatemala, and Haiti in the past and consider 
it to be in the interest of the United States to continue to render such assistance 
so long as an emergency situation exists. 


947387—5T——27 
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Bolivia 

Emergency economic aid has been provided to Bolivia since late 1953 when 
that country was threatened with a major economic crisis. The assistance pro- 
vided by the United States averted the threatened economic collapse and helped 
the Bolivian Government to achieve sufficient political stability to hold free elec- 
tions in June 1956. As a result, that Government is more solidly based on pop- 
ular support, and the new administration has been enabled to undertake, with the 
United States and multilateral agencies’ support and advice, a program of eco- 
nomic stabilization aimed at bringing order to her economic and financia! affairs. 
In spite of the great risks involved, a program of wage and price stabilization, 
coupled with sweeping budgetary reforms and controls of government spend- 
ing was initiated in December 1956. Up to the present it has shown promising 
results, chief among which are the elimination of contraband exports of food- 
stuffs, the strengthening of the local currency and the disappearance of black 
markets. 

Nevertheless, eventual success of the program will call for continued courage 
of the same high order as that displayed thus far by the people and the Govern- 
ment of Bolivia. Success of the stabilization program should permit a gradual 
reduction looking toward elimination of grant aid to Bolivia, but continued United 
States counsel and support are essential during this crucial period. 


Guatemala 


Farly in fiscal year 1954 the pro-Communist government of Guatemala was 
overthrown by revolution and an anti-Communist government was established. 
Since that time, the technical cooperation program has been expanded there, and 
emergeney economic funds have been provided to assist the anti-Communist gov- 
ernment of Guatemala in overcoming obstacles inherited from preceding govern- 
ments (an empty treasury, extensive unemployment, no investment capital, no 
experience in government administration, etc.). Immediate objectives have been 
met in that improvement in the economic and financial situation is visible and 
the unemployment crisis which faced the new government has been relieved. 
It still is valid to say that an emergency situation exists. The Government must 
continue roadbuilding and agricultural development programs. It is in the 
United States national interest to provide Guatemala with an additional modest 
sum of grant aid in order for it to he able to provide visible evidence of economic 
development under a democratic government. 

Haiti 

Since the fail of the Magloire government in December 1956 Haiti has heen in 
eonstant turmoil. The resulting deterioration in the political and economic sit- 
uation is so grave that any continued downward trend could result in complete 
collapse with the consequent danger of a political and economic vacuum develon- 
ing. Day-by-day evaluation is essential at the present time, and flexibility will 
be required if and when effective assistance can he given to Haiti. 

It is proposed that any special economic assistance to Haiti be coordinated 
with and related to an economic stabilization program to support the Haitian 
currency and assure minimum import requirements. It is pronosed that this 
program be earried out in cooperation with the International Monetary Fund 
and private banks and subject to adequate controls to assure its efficacy. In 
addition to serving to strengthen the exchange position in support of the sta- 
bilization program, it is planned that any local currency developed from the ICA 
dolar grant will be utilized for such projects as may be determined to have 
highest priority in the hurricane rehabilitation and economic development of the 
country. As a related factor the technical cooperation program for fiscal year 
1958 is caleulated to help Haiti toward creating conditions for economic develop- 
ment and financial stability. 


DEVELOPMENT LOAN FUND 


Tn requesting the development loan fund, it is proposed that the countries 
of Latin America will have equal aceess to this fund. The Latin American 
countries have relied in the nast and continue to rely on both foreign and 
domestie private investment sunplemented by public loans, domestie and foreign, 
to advance their economic development and to improve their way of life. On 
the whole, this reliance has resulted in quite extensive economic development, 
increased trade, and improved standards of living. The development that has 
taken place, however, is not uniform throughout Latin America nor within each 
country. Each country and each phase of development within a country must 
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be considered separately in terms of its progress in achieving sound, stable, self- 
reliant economies and in terms of the extent to which it has achieved the goal 
of better standards of living for large numbers of its people. In Latin America 
any loans from the development loan fund would complement and/or supple- 
ment local public and private sources of development capital and foreign sources, 
both public and private. An illustrative list of projects would not be feasible, 
however, since each project would require careful technical analysis and alterna- 
tive sources of financing would have to be studied before eligibility under the 
development loan fund could be determined. Most of the projects are fairly 
long range in nature and are directly or indirectly associated with joint technical 
cooperation programs which are obviously long range in nature. It is therefore 
evident that no-year expenditure availability would be a definite advantage, if 
not a requirement for effective programing of development loan fund projects. 
Likewise, an increase in the period of obligational authority for technical co- 
operation would allow better project coordination and implementation. 

During fiscal year 1957 economic asistance of the general nature contemplated 
under the development loan fund was made available to Latin America in the 
form of defense support funds authorized by the Smathers amendment and 
appropriated in the amount of $15 million. Loans from these funds during 1957 
totaled $12,850,000 and grants to the Organization of American States for 
malaria eradication and to the Inter-American Institute of Agricultural Sciences 
totaled $2 million. In my opinion these funds provided additional credit be- 
yond and not to be confused with that available from private sources, the Ex- 
port-Import Bank, the IBRD, and the IFC, on terms which have allowed the 
countries receiving the credit to go forward with projects essential to their 
economic and social development which otherwise would have had to be further 
postponed. Each of the projects was directly related to and associated with the 
joint bilateral technical cooperation programs already in operation. Financing, 
except for supplementary financing, was not available from any of the other 
sources, 

These projects will speed up the availability of access roads, water supplies, 
cultivable lands, and other facilities and conditions which are prime prerequisites 
to increased private investment and economic development and should speed 
up the time when grant aid and special economic assistance will no longer be 
required. Economic development should then proceed at an effective rate with 
private investment, local and foreign, and normal credit supplies through banks 
and other recognized credit institutions. 


STATEMENT OF Cort. THOMAS B. HANFOoRD, DIRECTOR, WESTERN HEMISPHERE 
REGIONAL OFFICE, OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE FOR 
INTERNATIONAL SECURITY AFFAIRS 


Mr. Chairman and members of the committee, although Latin America is 
separated from the specific threat of the Sino-Soviet bloc by many thousands of 
miles, the United States program of military assistance to our Western Hemi- 
sphere neighbors is an important part of the buildup of free-world forces. 

The United States has mutual defense assistance agreements with 12 of the 
Latin American countries: Brazil, Uruguay, Chile, Peru, Beuador, Colombia, 
Nicaragua, Honduras, Guatemala, Cuba, Haiti, and the Dominican Republic. 
Through the military assistance program, we are helping those countries to im- 
prove their capabilities for effectively carrying out military missions important 
to the defense of the hemisphere. The program also promotes closer military 
cooperation between the United States and those countries and contributes to the 
mutually beneficial ties between them and ourselves not only in military matters 
but in all our relations with Latin America. 

For the coming year, we are requesting the appropriation of an additional $26 
million to continue the military assistance program in Latin America. This 
amount will provide maintenance for the forces in being in the amount of $18.6 
million to include spare parts, training ammunition, and training. The balance 
of $7.3 million will provide for force improvement to raise the combat potential 
of the forces. This will be accomplished by the provision of a small amount of 
unit equipment deficiencies and major overhaul of equipment. 

The South American Continent is of great strategic importance to the free 
world, not only because of its location but also as a source of strategie materials. 

The bulge of Brazil offers a major approach from Africa to the Western Hemis- 
phere, and with the present rate of saturation of our northern air routes, it will 
not be long hefore there will be a need for the use of airfields in Brazil in addi- 
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tion to the present need for tracking sites for guided missiles and for communica- 
tion facilities. Brazil also has extensive deposits of rare earths containing 
thorium, which may well be a source of nuclear energy for United States use. 

Colombia and Venezuela lie in close proximity to the Panama Canal and flank 
the Caribbean on the south, forming the southern anchor of a natural Caribbean 
defense perimeter. Venezuela is rich in oil and iron ore, on which our produc- 
tive efforts depend. 

Peru and the shipping lanes along its 1,000-mile coast are strategically vital 
to hemisphere defense. During World War II, Peruvian submarines guarded the 
operations of the Talara coastal oilfield, from which a steady stream of tankers 
transported petroleum across the ocean to our forces in the Southwest Pacific. 

Chile, with its long coastline of 3,000 miles, is of strategic importance not only 
because of the important products we obtain from it but also because its com- 
parative remoteness to the southward would make it a likely area of attack and 
possible invasion by enemy forces. 

The ability and potential of Latin American forces was demonstrated both in 
World War II and the Korean conflict by the contributions of combat units from 
Brazil and Colombia. Colombia also was among the first to volunteer and to 
send army forces to the United Nations for duty in the Suez crisis. This was 
ample evidence of their willingness to stand beside the United States in time 
of necessity. 

The bilateral military agreements with the Latin American countries come 
within the framework of the Inter-American Treaty of Reciprocal Assistance, 
which established the principle that an attack on one American state is an 
attack on all. The agreements also promote the objective of the resolution 
on military cooperation which was adopted at the fourth meeting of consulta- 
tion of the Ministers of Foreign Affairs. That resolution urges the American 
Republics to orient their military preparations toward the common defense of 
the hemisphere, rather than confining such preparations to the defense of their 
individual countries. 

The countries of Latin America do not have the financial resources or the ex- 
perience in modern warfare to train and equip forces for hemisphere defense 
missions without external help. With necessary assistance, however, they can 
produce suitable combat troops. The military assistance program for these 12 
Latin American countries has provided $156 million worth of equipment, mate- 
riel, and training from the inception of the program through 1957. 

This assistance has enabled these countries to organize, equip and train units 
which, by Latin American standards, are modern and effective military organ- 
izations, with a combat potential capable of contributing to the defense of the 
hemisphere. The contribution of these units to hemisphere defense in a major 
world conflict will undoubtedly alleviate the necessity for large dispersal of 
United States troops in the area to provide security to lines of communication, 
bases, and strategic materials. 

The appropriation of $26 million requested for fiscal year 1958 will provide 
assistance required by these countries to maintain units om being in the force 
objectives and to improve their combat capability. 

Another important aspect of attaining our objectives in 5 the area is the sale 
of military equipment to Latin American countries. At present, however, our 
sales program to the Latin American countries has serious weaknesses. Last 
year’s legislation remedied one of the problems by amending the Mutual Security 
Act to authorize the sale of equipment at a price based on its age and condition. 
Another serious problem affecting sales to the countries of this area is their 
lack of funds to pay cash for military equipment. This has resulted in country 
requests for increased grant assistance or in their turning to suppliers outside 
the Western Hemisphere who could offer credit terms. In making purchases 
from outside sources, Latin American countries have acquired equipment not 
suited to their defense tasks or which cannot be supported in time of war or 
utilized in conjunction with United States equipment on hand. To alleviate 
this problem, we are requesting an appropriation of $175 million for the specific 
purpose of financing credit sales of military equipment and the amendment of 
section 103 (c) of the Mutual Security Act to permit the use of repayments for 
financing further credit sales. It is anticipated that, of this amount, approxi- 
mately $35 to $50 million will be required for the coming year for Latin America 
and will provide an effective and orderly sales program to further our objectives 
in the area. To date, experience indicates that the few military credits thar 
have been extended will be repaid. 
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MILITARY ASSISTANCE FOR BRAZIL 


Senator Eiienper. Is that for military assistance ? 
Colonel Hanrorp. That is right. 
Senator Ex.enver. I notice that military assistance for Brazil 

Colonel Hanrorp. Yes, sir. 

Senator ELtenper. How much is the pipeline ? 

(Discussion off the record.) 

Senator E.xenper. Is this strictly for military hardware? 

Colonel Crrrz. Yes, sir. 

Senator ELienper. What is the total and what is in the pipeline for 
Chile? 

( Discussion off the record.) 

Senator Ex.tenprer. By the way, are we making any progress in 
Brazil with the problem of opening up the petroleum industry to pri- 
vate capital ? 

Mr. Rusorrom. I would say there has been very little progress made. 
There is still quite a bit of public debate going on with certain news- 
papers, public commentators arguing in favor of ae up the pe- 
troleum industry to private investment, but it is a very hot political 
question there. 

Senator Ettenper. Much of the hard money that goes into Brazil is 
being used to purchase fuel which they themselves could produce if 
only they permitted private capital to exploit their oil resources. 





is 


VALUE OF TRADE IN COFFEE 


Mr. Rusorrom. They sell in the neighborhood of $500 million worth 
of coffee to the United States a year. Of course, they sell coffee 
elsewhere, but they are using, I think, in excess of $300 million a year 
of their hard dollar reserves, of their hard dollar earnings, to buy 
petroleum. They still have a very limited supply of national pro- 
duction. 

Senator ELtenper. Why private capital is not permitted to come in 
there isa mystery to me. 

Senator Cuavez. They are adjoining each other. 

Senator Etienver. That is right. 

Mr. Rusorrom. As long as there is discussion and debate going on, 
I assume—I think you can assume the matter is being actively consid- 
ered. 

Chairman Haypen. Well, we thank you, gentlemen. 


UN Tecunicat Assistance Program 


STATEMENT OF FRANCIS 0. WILCOX, ASSISTANT SECRETARY OF 
STATE FOR INTERNATIONAL ORGANIZATION AFFAIRS 


PREPARED STATEMENT 


Chairman Haypexn. We will be pleased to hear from Mr. Wilcox. 

Do you haveastatement? Do you want to read it or tell us about it? 

Mr. Wiicox. Mr. Chairman, I have a 15-minute statement. I think 
I can summarize it perhaps in 6 or 7 minutes, if that is the wish of 
the committee. 
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Chairman Haypen. All right. We will place your statement in the 
record. 
(The statement referred to follows :) 


UNITED NATIONS EXPANDED PROGRAM OF TECHNICAL ASSISTANCE 


Statement by Francis O. Wilcox, Assistant Secretary of State for International 
Organization Affairs 


FISCAL YEAR 1958 


Appropriation of the amount of $15.5 million from fiscal year 1958 funds is re- 
quested as the United States contribution to the United Nations expanded pro- 
gram of technical assistance for calendar year 1958. This is the same amount 
as the Congress appropriated for fiscal year 1957. 

I realize that it is difficult to measure the effects of our various aid programs. 
Many times the results are of an intangible nature. It is my personal conviction, 
however, that the United States gets more per dollar from this program—both 
in terms of practical results and good will—than we do from any other aid pro- 
gram in which we participate. 

The United Nations technical assistance program is carried out by the United 
Nations and the specialized agencies : Food and Agriculture Organization, World 
Health Organization, United Nations Educational, Scientific, and Cultural Or- 
ganization, International Labor Organization, International Civil Aviation Or- 
ganization, International Telecommunication Union and World Meteorological 
Organization. These agencies provide experts, training, and a limited amount 
of equipment to underdeveloped countries at the request of the countries. Pri- 
mary emphasis in the program is in the fields of health, education, and agricul- 
ture. Assistance is also provided in general economic surveys, industrial de 
velopment, aviation, and telecommunications. 

As of January 1 there were approximately 1,500 experts assigned to various 
projects in 74 countries. Of these, 198 or 13 percent, were Americans. I should 
like to see that number substantially increased, but the task of finding qualified 
Americans who are willing to accept technical assistance assignments of this 
character is extremely difficult. 

The program is financed by voluntary contributions from governments to a 
central fund. Governments announce their pledges for the following calendar 
year at a pledging conference heid annually. The Congress has stipulated that 
United States pledges should be made only on the basis of funds which have 
been appropriated. In order for a United States pledge to be made in October 
1957 for calendar year 1958, an appropriation of $15.5 million for fiscal year 
1958 is therefore requested. 


Reasons for United States support 

We have strongly supported the United Nations program since its inception. 
Our continued support of the United Nations program is important for several 
reasons: 

1. Technical assistance to newly developing areas is in our national interest. 
It was established by the Sist Congress as a major instrument of United States 
foreign policy in June 1950, in the Act for International Development. It was 
reaffirmed by the 83d Congress in the Mutual Security Act of 1954. These acts 
authorized United States contributions to technical assistance programs carried 
out by the United Nations and the Organization of American States as one 
means of implementing the policy established in the act, ‘“* * * to aid the efforts 
of the peoples of economically underdeveloped areas to develop their resources 
and improve their working and living conditions by encouraging the exchange of 
technical knowledge and skills * * *.” Both the bilateral and multilateral pro- 
grams have the same objectives, and although they are different means, the ulti- 
mate goal is the same. 

2. Our role of leadership in the United Nations is strengthened by our con- 
tinued strong support of the United Nations technical assistance program. The 
program was undertaken at United States initiative and the United States has 
exerted a strong influence on the program from the beginning. Our willingness 
to make substantial financial contributions has been interpreted by other coun- 
tries of the free world as evidence of our good faith in desiring to promote the 
economic development and well-being of underdeveloped countries. 

3. The U. 8S. S. R., after ridiculing the program for several years as an instru- 
ment of “United States imperialism,” apparently decided in 1953 that it was 
losing a valuable propaganda advantage because it did not support the program. 
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It therefore offered 4 million rubles, equivalent to $1 million, to the United Na- 
tions program, but attached conditions which made its pledge unacceptable. These 
conditions were removed, and the first Soviet contribution was accepted in March 
1954. ‘The Soviets have contributed the same amount each year since, and their 
satellites are now likewise contributing. A total of approximately $6,400,000 
has been contributed or pledged by the Soviet Union and its satellites from 1953 
to 1957. The international organizations involved were not able to utilize any of 
these contributions until 1955, when approximately $300,000 was obligated; ap- 
proximately $1,700,000 was obligated in 1956, and projects have been approved 
which will utilize the balance of the Soviet and satellite contributions. The bulk 
of these contributions is being used for supplies and equipment. In the light 
of Soviet participation, it is more important than ever that the United States 
continue to support the program. 

4. Multilateral programs are less costly to the United States than bilateral 
programs because other governments share a part of the cost. In this program 
every dollar we spend goes roughly twice as far as it would if it were spent in 
bilateral assistance. 

5. The multilateral technical assistance program contributes to unifying and 
strengthening nations of the world through concrete, constructive, and fully co- 
operative activities. 

6. Multilateral technical assistance in some fields is sometimes more acceptable 
politically to underdeveloped countries than bilateral assistance. This is espe- 


cially true in some countries where the people and their governments are sensitive 
of their newly won independence. 


Coordination of United States and United Nations Programs 


Procedures have been developed for coordination of the bilateral and multi- 
lateral programs both at headquarters and in the field. There is close collabora- 
tion between the recipient countries, the United Nations mission, and the United 
States operations mission in each country both at the planning and operating 
stages of technical assistance projects. Coordination arrangements are flexible 
and adapted to local conditions. In the countries in which the United Nations 
is furnishing the largest amount of aid, resident representatives have been 
appointed as coordinating officers to insure contact with both the host government 
and the United States mission. These resident representatives do not have line 
authority over the technical activites being carried out by the various United 
Nations agencies, but their responsibilities for coordination and overall planning 
have improved relationships in countries where they have been designated. The 
small size of the United Nations program precludes the appointment of resident 
representatives in all of the countries requesting technical assistance. 

The United States contribution 


A proviso was included in the Mutual Security Appropriation Act for fiscal 
year 1957 that the United Sates contribution for calendar year 1958 should not 
exceed 3314 percent of the total program. The administration requested in the 
authorization bill language which will modify this proviso so that the United 
States can contribute 45 percent of total contributions for 1958, rather than 3344 
percent. Both the Senate and the House have included in the authorization bill 
language which will permit the United States to reduce its percentage gradually, 
and to contribute 45 percent for 1958, 38 percent for 1959, and 3344 percent for 
1960. 

The United States has been a strong supporter of the multilateral technical 
assistance program since its beginning in 1950. In the early years of the program 
the United States contributed 60 percent of total contributions to the central 
account. For 1950-51 this amounted to $12 million. After the program was 
established we began to reduce our percentage gradually and for 1956 our con- 
tribution was $14.5 million or 50 percent of total contributions. For 1957 the 
United States has pledged a maximum of $15.5 million. The final amount of our 
contribution for fiscal year 1957 will be about 49 percent. 

We can and should continue to reduce our share of the program, but we should 
do it gradually rather than precipitously. A reduction to 3344 percent for 1958 
will mean a substantial reduction in the total program. On the other hand, if 
the United States reduces its percentage share gradually over a period of several 
years, we can expect other governments to continue to increase their contribu- 
tion steadily, so that the program can continue to operate at its present level. 
Even the current level will not adequately meet the requests for multilateral 
technical assistance from underdeveloped areas or such newly developing coun- 
tries as those of Africa. There are urgent needs for such assistance which are 
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unmet because requests exceed the financial resources of the program. Because 
of this continuing backlog of unmet needs it seems important to the executive 
branch that the program should not be cut back but should be permitted to con- 
tinue to operate at least at its present level. In order for this level to be main- 
tained, it will be necessary for the United States percentage to be reduced grad- 
ually over a period of years rather than in 1 year. 

I would like to emphasize that recipient governments make contributions to 
the local costs of projects which are estimated at more than twice the amount 
financed from the central fund. When these contributions are taken into account, 
the United States contribution is about 15 percent of the total program. 

The United Nations technical assistance program is one of the most popular 
action programs of the United Nations system, and is supported by contributions 
from 80 countries. Continued adequate support for this enterprise is an im- 
portant part of United States foreign policy. I believe that the program should 
be continued at a level which will permit a more effective meeting of the most 
pressing technical assistance needs of underdeveloped countries. Appropriation 
of the amount requested, $15.5 million, as the United States contribution for the 
ealendar year 1958 and modification of existing legislation to permit a United 
States contribution at 45 percent for 1958 will make this possible. 


GENERAL STATEMENT 


Mr. Wircox. I understand you want me to comment only on the 
United Nations expanded technical assistance program, Mr. Chair- 
man; is that correct ? 

Senator Exxenper. Is there anything else you are asking for in 
this bill ? 

Mr. Witcox. We have a request for funds for our contributions to 
the United Nations Children’s Fund and for the U. N. refugee pro- 
gram. 

I want to take the opportunity, if I may, to say that these three 
United Nations programs, while they are not large, are important to 
us in our foreign policy. 

Senator E.tenper. Are you asking for more money than you did 
last year ? 

CHILDREN’S FUND PROGRAM 


Mr. Wiicox. Our request for the Children’s Fund program is a 
slight increase over last year. It is a decrease in percentage but a 
slight increase in total amount. 

Senator Ture. Are we the only nation, or what percent does the 
United States contribute to that fund ? 

Mr. Wiicox. The Children’s Fund ? 

Senator Try. Yes, sir. 

Mr. Witcox. Senator, it has come down from about 72 percent to 
521% percent for next year. We are bringing it down gradually. We 
have arrived at the point where it is almost on a 50-50 basis now. 

We have made very considerable progress in that direction and we 
are getting other countries to gradually contribute more, which is 
what we want in the long run, of course. 

Senator Exrenper. I guess your goal is 70 and 30 percent. 

Mr. Wiicox. Yes, sir; we would like to get these programs down 
to 3314; and I would not stop there. 

Senator Extenper. Where is the most money spent ? 

Mr. Wricox. In the Children’s Fund. 

Senator ELitenper. Yes. 

Mr. Wicox. It is spent in Asia to a very large extent. A consid- 
erable amount is spent in the Middle East and Latin America. 

If I may take just a few minutes, Mr. Chairman, I think I can sum- 
marize the statement on technical assistance. 
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UNITED NATIONS TECHNICAL ASSISTANCE 


We are asking this year an amount of $15,500,000 for our contribu- 
tion to the United Nations expanded technical assistance program 
for the calendar year 1958. This is the same amount that Godan 
appropriated for fiscal year 1957. 

I know it is difficult to measure the effects of our various aid pro- 
grams because many times the results are somewhat intangible, but 
it is my personal conviction, Mr. Chairman, from the experience I 
have had with these programs, both in the Senate Foreign Relations 
Committee and in the executive branch, that the United States gets 
more per dollar from this program, in terms of practical results and 
in terms of good will, than we do from any of our foreign aid pro- 
grams. 

That is my own personal judgment. 

Senator ELLenver. You mean dollar for dollar? 

Mr. Witcox. Yes, sir. 

Senator Ture. You come in contact with more people and you are 
dealing with that human element where there is a greater apprecia- 
tion and real knowledge of what is being done. 

Mr. Witcox. I think so, Senator. 

In the United Nations in New York there is a great awareness of 
the fact that the United States has taken the lead with respect to this 
program. We have contributed the largest proportion of the funds. 
It is a successful program, and we get a lot of credit from it. 

Senator Toye. What do you do? 

For instance, if someone on the outside was asking what is being 
done with this fund, what could you say? 

Mr. Wixcox. I have here a series of excerpts which will illustrate 
the kind of programs in the food and agricultural field, labor and basic 
education that illustrate the kind of things that are going on in the 
various parts of the world. 

I would like to leave this for whatever use the committee may want 
to make of it. 


I can give you some quick illustrations of the kind of things that each 
of these agencies are doing. 

Senator Toye. It shh help me. If it helps me, I am sure it would 
help somebody else. 

Mr. Wixcox. The Food and Agriculture Organization is conducting 
programs in the control of pests and: diseases, land and water uses, 
irrigation programs, agricultural extension work, the kind of things 
we have done here in this country so successfully. 

FAO is also working on the development of agriculture statistics; 
indeed, all of these agencies are doing a lot in the statistical field. 

First of all, you must develop a statistical method which will pro- 
duce accurate figures about your production. 

FAO is providing assistance in the development of fishing resources, 
fish processing and marketing, food processing, nutritional research, 
and education. That is the kind of thing that the Food and Agricul- 
ture Organization is doing. 

Senator Etxtenper. As a matter of fact, Mr. Wilcox, this program 
parallels the technical assistance program we carry on through ICA. 

Mr. Witcox. Yes, Senator, I think that is a correct statement. 
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We try, of course, very much not to duplicate and not overlap, so 
that our money is well spent. 

Senator E.tenper. Have you corrected the duplication that I sug- 
gested existed in Indonesia ? 

Mr. Wicox. We have done what we can. We appreciate the sug- 
gestions because we always follow them up to eliminate any duplica- 
tion which might exist. 

Senator Ertenper. When I went back there last year, much of that 
had evaporated. So, if somebody keeps at it, we can eliminate duplica- 
tion. 

Mr. Wicox. We are doing what we can to coordinate the two 
programs. 

Senator Tuyr. What do you do in that child program ? 

Mr. Wiicox. The Children’s Fund ? 

Senator Ture. Yes, sir. 


CHILDREN’S FUND PROGRAM 


Mr. Witcox. The Children’s Fund furnishes supplies and mate- 
rials. The specialized agencies, like the World Health Organization, 
and Food and Agriculture Organization furnish the technicians. 

The Children’s Fund furnishes the materials and the equipment. 
Together, they carry on programs in the field of public health, trying 
to eliminate yaws and malaria and these dread diseases that particu- 
larly affect children. 

I think by and large they are doing a very successful, impressive 
job in many parts of the world. 

Senator Tuyr. That is what I wanted the record to reflect when 
you say the Children’s Fund. It is a little hard to visualize what all 
is involved in the Children’s Fund just by the mere word. 

I was just going to get the record to reflect just what you do in the 
Children’s Fund. If you go into some of the Indochina area and you 
see the infected eye; it is Just a lack of medicine, a common medicine 
to us, and it is very effective if taken in time, it will clear up the eye 
without any eye defect. If not taken, then the eye can be lost because 
of the infection. 

You work in that field as well as the food and the materials? 

Mr. Wiucox. Yes, sir. We find, Senator Thye, that in many 
thousands of cases a shot of penicillin or two can clear up a dread dis- 
ease at a cost of a few cents. This is being done in many, many areas, 
and it is winning a good deal of respect for the work the World Health 
Organization and the Children’s Fund together are able to do in the 
field of health. 


PURCHASE OF FOOD FOR CHILDREN 


Senator Exrenpver. To what extent, if any, do you use any of these 
funds to purchase food for children ? 

Mr. Wuicox. I would have to get those statistics for you, Senator. 
There is some food. 

For instance, we have used some skim milk in the program from 
our own country. That is contributed separately, I am told. The 
Children’s Fund program does not include much in the way of food. 

Senator Extenper. That is what I wanted to bring out. 

Mr. Witcox. Very little in food. 
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TECHNICAL AID 


Senator Extenper. It is mostly technical aid; is it not? 

Mr. Witcox. Yes, vaccinations for example, and drugs for trachoma 
and leprosy. The Children’s Fund also helps develop milk and food 
conservation programs. They are purifying milk in various countries 
and developing a milk-feeding program so that the children will have 
the basic foods they need to oan sound bodies. 

Senator ELtenper. You just teach them how to use it and what to 
use. 

Mr. Witcox. Yes, sir. 

Senator ExLenper. Last year you say the amount appropriated was 
the same as you are asking this year. What percent of the total amount 
was spent last year ? 

Mr. Wiicox. Well, sir, should I complete my answer to Senator 
Thye’s question. I did not want the record to stand incomplete. I 
will be glad to leave this material which shows what is being done by 
the other specialized agencies. 

Senator Exxenper. I suggest, Mr. Chairman, that be filed for the 
record. 

Chairman Hayven. All right. 

(The material referred to follows :) 


UNITED NATIONS EXPANDED PROGRAM OF TECHNICAL ASSISTANCE 
Examples of achievements in 1956 


FOOD AND AGRICULTURE ORGANIZATION (FAO) 


Iran: Irrigation 

The largest scale U. N. project in Iran is concerned with the development of 
Iran’s irrigation system. An FAO irrigation team has been operating for over 
4 years and at the end of 1956 consisted of 10 experts of 7 different nationalities. 
The principal scheme in this project is that of the development of the Karkheh 
River Basin in the southwest, which includes some of Iran’s most promising agri- 
cultural land. With FAO’s help, soil surveys of about 2.5 million acres have 
been made, mainly with local personnel trained in the field by FAO technicians. 
Another group of irrigation experts in west central Iran is working out detailed 
design studies for irrigation works. Other FAO technicians, working in several 
areas of Iran, are concentrating on large-scale air mapping before further irri- 
gation work is started. They have trained some 20 Iranians in soil surveying and 


another 20 soil technologists. In hydrology, some 40 technicians and engineers 
have been trained. 


Pakistan: Irrigation 


Agriculture is the source of the bulk of Pakistan’s national income, and agr:- 
cultural production in east Pakistan is limited by excessive flooding in summer 
months and prolonged drought during the winter. An FAO team of 12 to 16 
experts is working with Pakistan on the Ganges Kobadek irrigation scheme which 
will eventually irrigate 2 million acres of land. The team is assisting in the 
general planning of the irrigation network, engineering, design, and technical 
agricultural advice. FAO has also helped Pakistan with irrigation in west 
Pakistan, where 16 dam sites were investigated in 1955 by an FAO geologist, and 
more intensive studies made in 1956 at certain more advantageous sites. 


Philippines: Forest research laboratory 


In order to develop its forest industries, the Philippine Government requested 
a specialist to advise on “the organization, establishment, and installation of a 
forest products laboratory.” This also included drawing up a specific research 
program and instructing local staff in the handling and maintenance of the nec- 
essary equipment, Nearly 60 percent of the total land area of the Philippines is 
covered with forest. 
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This project began in April 1954. By the end of 1956, a laboratory had been 
established, a wide range of the most modern and efficient research machinery and 
equipment had been installed, and more was on order. The research done with 
this equipment was in the hands of local men who had been trained on the job 
under the supervision of a small number of ETAP experts. Besides the research 
in testing aud chemical and physical analysis of timbers, other valuable studies 
had been carried out by this newly trained staff. These included, for example, 
making charcoal briquets for use as fuel in industrial plants; studies in the 
prevention of staining in rattan canes (an important trade commodity), which 
at present causes losses of up to 50 percent of the amount cut; and the start of 
work on pulp and paper research. 

Training has been emphasized in the project. At the end of 1956, 2 division 
chiefs returned from training at the Forest Products Laboratory at Madison, 
Wis., and 1 of the original FAO trainees had also completed his studies. At 
the same time, eight other Philippine technicians were in training under fellow- 
ship or other arrangements, prior to returning to work at the laboratory. Besides 
the largest group studying in the United States, several have gone to Australia 
on Colombo plan fellowships. 


Indonesia: Nutrition 


FAQ has assisted Indonesia to produce “saridelle,” a soybean product used 
in child feeding as an alternative to cow’s or goat’s milk. Much of Indonesia 
does not provide conditions suitable for dairying. As a result of expert guidance 
given since 1953, a factory was practically completed in 1956. The factory is 
scheduled to go into large-scale production in early 1957. 


INTERNATIONAL CIVIL AVIATION ORGANIZATION (ICAO) 


Hl Salvador: Navigational services and legislation 


El Salvador was the first Central American State to request ICAO for technical 
assistance. At that time the funds available did not permit encouragement of 
other States to make similar requests. However, El Salvador agreed that experts 
sent out under its country program could travel to neighboring countries in the 
course of their duties. This arrangement has, with the cooperation of the 
Salvadoran Government, continued since the middle of 1953. One expert was 
an adviser on air-navigation services and another an adviser on air law. Air 
navigation services in most regions, but particularly in Central America where 
distance between capital cities and other centers of air transport are com- 
paratively short, benefits from regional treatment. 

The first step taken by the legal expert was to foster acceptance of a common 
code of air law. This common code was presented and accepted at a meeting of 
the directors of civil aviation in Central America in Managua in 1954. Subse- 
quently an air law based on the common code for El] Salvador was prepared with 
the assistance of the expert and came into effect in January 1956. Drafts of air 
laws for Costa Rica and Honduras were presented to those governments in Sep- 
tember 1956. 

The air navigation services expert in El Salvador has helped install new equip- 
ment, draw up operating procedures, and give on-the-job instruction. The expert 
also helped with the planning of a centralized system of air traffic control and 
flight information at Tegucigalpa, Honduras, covering the Central American 
countries. 


Iran: Training program 

Because the different regions of Iran are isolated by poor communications, an 
immediate task has been the creation of air communications within the country 
and between Iran and neighboring lands. To aid in this job, the International 
Civil Aviation Organization (ICAO) has had a large civil aviation training 
program. Since 1951, when the first ICAO experts started work, 455 students 
have been enrolled in the aviation training school staffed by ICAO experts, in 
which courses are given for radio operators, aircraft mechanics, radio mechanics, 
teleprinter mechanics, air-traffic controllers, meteorological observers, and sta- 
tion inspectors. 


Indonesia: GARUDA Airlines 

ICAO has helped Indonesia in the operation of GARUDA Airlines, which Indo- 
nesia took over from KLM on achieving independence. ICAO’s team has helped 
plan and carry out nationwide development of airdromes and air routes. At the 
aviation training center near Djakarta, established by Indonesia in collabora- 
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tion with ICAO, a team of ICAO instructors has trained pilots, maintenance tech- 
nicians, and other technical personnel. The school is turning out 10 to 15 new 
pilots each year, and GARUDA is successfully meeting international standards 
for major airline operation, thus helping promote trade and tourism. 


INTERNATIONAL LABOR ORGANIZATION (ILO) 
Yugoslavia: Worker training 


A main emphasis of the expanded technical assistance program in Yugoslavia 
has been in imdustrial training in techniques. The efforts of the United Nations 
Technical Assistance Administration (UNTAA) and ILO have been complemen- 
tary. ILO has concentrated on the training of foremen and skilled workers, more 
than 600 of whom have been sent to work in Western European factories. There 
is hardly a factory in Yugoslavia where a returned ILO trainee 1s not working. 
UNTAA has concentrated on the provision of experts to advise on the solution 
of specific industrial problems and on providing fellowships at the management 
level. For example, a UNTAA expert on a 9-month assignment last year helped 
a factory at Sibenik to increase its production of electrodes from 3,000 to 5,000 
tons a year. Another expert in metal testing made recommendations on railway 


rolling stock manufacture that have already improved the safety of Yugoslav 
railroads. 


Pakistan: Earth-moving equipment 


To help Pakistani personnel use heavy earth-moving equipment, the ILO has 
assisted in the establishment and supervision of a training center for operators 
and mechanics. Over 222 operator-mechanics and overseers have completed 
the course, and most of the 40 trained personnel now being turned out every 6 
months find immediate employment on the earth-moving projects of new irriga- 
tion areas in the lower Indus River basin of West Pakistan. 


Libya: Technical and clerical training center 


The biggest single project in Libya is the technical and clerical training center 
in Tripoli, staffed by 32 ILO instructors. When the United Kingdom of Libya 
was established in 1952, the country was without a sufficient supply of clerical 
workers, typists, stenographers, officeworkers, and workers in factories and public 
workshops. About half of the young men at the center are being trained to be 
clerks and the other half artisans. Boys who had never seen any kind of a ma- 
chine are now being trained as welders, blacksmiths, metalturners, fitters, and 
joiners in auto and electrical repairs and woodworking shops. On the clerical 
side a 2-year course for typists and a 3-year clerical and secretarial course are 
given, as well as senior bookkeeping courses. There are 307 students attending 
the center for the 1956-57 session. Latest reports show that 257 of the first group 
of trainees have found employment after graduation and that another 100 found 
jobs and left the center before graduation, owing to the extreme urgency of the 
need for even partly trained personnel. 


Indonesia: Trade training 


The instructor-training center established by the ILO in Bandung, Indonesia, 
was taken over by Government authorities, 5 of the 6 international experts having 
completed their work. This project enabled the Government to train a number 
of skilled instructors both in their specific trades and in the techniques of teach- 
ing others. The instructors are now expected to provide the nucleus staff for the 
various trade training centers which the Government is setting up in various parts 
of Indonesia. 


Europe: Worker-trainee program 


The ILO worker-trainee program was introduced initially in order to meet 
the special needs of certain countries by enabling skilled technicians and fore- 
men to receive training abroad in modern, well-equipped European plants. In 
1956 the trainees were drawn from Greece, Israel, Turkey, and Yugoslavia, and 
the host countries were Austria, Belgium, France, Germany, Greece, Holland, 
Italy, Sweden, Switzerland, and the United Kingdom. Germany made a particu- 
larly significant contribution to the program by receiving a total of 112 trainees. 
Their fields of study, in order of priority, were iron and steel; machinery and 
transport equipment; coal and coke; chemical industry ; petroleum industry; and 
nonferrous metallurgy. Reports on the progress of the trained workers on their 
return indicate a high degree of success in terms of improved output and the adop- 
tion of better work methods and timesaving devices. 
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INTERNATIONAL TELECOMMUNICATION UNION (ITU) 
° 


Pakistan: Radio communication stations 


With the assistance of one ITU expert, Pakistan is developing a modern net- 
work of radio telecommunication stations, especially important in Pakistan since 
West and East Pakistan are separated by a thousand miles of Indian territory. 
In addition to intra- and inter-provincial communication however, the new fa- 
cilities will provide a major relay station between Australia and the Far East 
on the one hand, and Europe on the other, thus providing Pakistan with a valu- 
able source of foreign exchange. 


Ethiopia: The Telecommunication Institute 


During 1956, the Telecommunication Institute turned out 7 assistant engineers 
for the Ethiopian administration. Besides training this supervisory staff, the 
institute trained radio and telephone engineers, and 24 radio-station operators. 
Since its inception the institute has turned out, for Ethiopian telecommunication 
services, 7 assistant engineers, 13 administrative officers, 24 radio operators, 62 
female telephonists, 7 telephone mechanics, 10 telegraph equipment mechanics, 
7 telephone technicians, and 6 telex operators. 

This institute is run by three ITU experts. The director, a Swiss, has drawn 
up a training program. Former pupils of the institute have assisted the experts 
and have even instructed certain classes. This experiment has been encourag- 
ing, and once these assistants have had a chance to study in countries with 
more highly developed telecommunications, they should be able to carry on 
successfully what has been started under the technical assistance program. 


DUN EDUCATIONAL, SCIENTIFIC AND CULTURAL ORGANIZATION (UNESCO ) 


Indonesia: Primary education 


Since 1952, UNESCO has been assisting Indonesia through an educational 
mission of from 6 to 8 members. UNESCO's role in helping Indonesia extend 
primary education to the point where it could be made compulsory has included 
general planning, teacher training textbook production, science teaching, audio- 
visual aids, and library reorganization. The first results of Indonesia’s educa- 
tional program may be measured by the fact that in 1952 there were about 
55,000 teachers throughout the country and in 1956, 140,000. In August 1956, 
compulsory primary education was introduced for the first time in Indonesia. in 
central and east Java. 


Tran: Technical training 

A new Iranian Technological Institute, assisted by UNESCO and UNTAA, is 
being established and is scheduled to open with 100 students in September 1957. 
The institute will train teachers for technical schools and technicians for indus- 
try. While Iran’s important oil industry is one of the industries that will draw 
upon future graduates, the training of 300 teachers for secondary schools is an 
immediate goal. 

Pakistan: Mineral development 

It is estimated that Pakistan needs over 1,200 trained geologists for its mineral 
development program. UNESCO assistance has led to establishment in 1956 of 
science departments of geology and mineralogy at the University of the Punjab 
in Lahore. UNESCO experts have helped build up teaching and research from 
scratch to the opening in 1956 of a fully recognized University Department. 
Liberia: Fundamental education 

Thirty miles west of the capital at Monrovia, Liberian educators and an inter- 
national UNESCO technical assistance team have established a fundamental 
education training center. Not only have 19 schools been opened in the Klay 
district itself, but more than 2 dozen new schools are now being operated 
throughout Liberia by 46 men and women who graduated from the Klay training 
center last year. 

Fundamental education does not stop with classrooms. In the Klay district, 
farmers have always raised dryland rice by burning out a clearing, planting a 
crop, and then moving to another clearing. However, land is becoming scarce, 
and, in many a village, the months from June to October are known as hunger 
time because families must live on manioc instead of rice. In 1955, the Liberia 
UNESCO team introduced swamp rice into the district and vields have aiready 
proven double those of the old method. 
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Iraq: Sugar 


A few years ago, an official reception was held in Baghdad where, as is the 
custom in Iraq, cakes and sweets were served in large quantity. But, in this case, 
the sweets had been made from “national” sugar and it looked as though Iraq 
would be able to find a way out of a paradoxical situation. 

The situation was this: Iraq was importing 80,000 tons of sugar a year to sat- 
isfy the national sweet tooth and, at the same time, trying to find customers for 
a bumper crop of dates. The date price had dropped so low that it was hardly 
worth moving the crop to market. 

At this point, a Swiss chemist teaching in Baghdad on a UNESCO mission re- 
called Swiss wartime research on the production of fruit sugar. A few experi- 
ments proved to his satisfaction that dates could be used to produce a white 
sugar capable of meeting the most demanding of tastes. The Date Association 
of Iraq took an interest in these experiments and shipped 3 tons of fruit for test 
experiments to Swiss laboratories. A few weeks later, they came back as 1 ton 
of sugar—a thick, white sirup. 

Since then, a company has been founded by the date association, the Agricul- 
tural Bank, and the Iraqi Agricultural Fund to put the dates-into-Sugar process 
on a business basis. 


Bolivia: Teaching in the Andes 

At La Paz, Bolivia, the Miraflores pilot school operated by the Bolivian Gov- 
ernment with two advisers from UNESCO is proving itself a laboratory for new 
methods of education. Among these methods is a system of teaching reading 
and writing which has shown remarkable results: youngsters in the Miraflores 
school are learning to read—and to understand what they read—after only 50 
days of lessons. 

These results were achieved in the model Miraflores school attached to Bolivia’s 
Higher Teacher Training Institute, but similar results have been attained by 
this method in schools no different from the average school in Bolivia or any- 
where in Latin America. New techniques in the teaching of Spanish, mathe- 
matics, the natural sciences and the social sciences have also been introduced in 
Miraflores, and teachers are now being trained to apply them elsewhere in Bolivia. 
The key to the Bolivia-CNESCO approach to the teaching of reading and writing 
was disclosed by one of UNESCO’s experts, a Mexican educator, who explained 
that writing is taught before reading. 

Parents, too, have been impressed by new methods of learning in which memory 
no longer has a predominant role. 


UNITED NATIONS TECHNICAL ASSISTANCE ADMINISTRATION (UNTAA) 


Burma: Encouragement of private investment 


In 1955-56 an installment-purchase plan was inaugurated with the assistance 
of UNTAA experts to provide industrial equipment to private businessmen. One 
of the basic problems for the development of industry in Burma had been the 
lack of adequate private capital. 

A five-member industrial loans board was established in the Industrial De- 
velopment Corp. to operate the plan with the assistance of two UNTAA industrial 
and production engineers. The main feature was that loans would be provided in 
the form of equipment and technical services involving foreign exchange. The 
interest rate would be 6 percent and repayment in semiannual installments over 
a period to be mutually agreed between the borrower and the industrial loans 
board. The applicants are required to pledge matching capital for land, buildings 
and working capital. The criteria applied {n screening applications included: 
economic soundness, expected foreign exchange saving, overall national develop- 
ment priorities, availability of local raw materials and of domestic matching 
capital and the reliability of the applicant. 

The first announcement of the plan drew 600 applicants and by the end of 1956 
loans totaling $2,830,00 had been made to 195 companies; $3,460,000 matching 
capital has been pledged. The applicants varied from requests for single items 
to requests for complete plants. Industries receiving loans included tertiles, 
food and beverages, footwear and other wearing apparel, wood products, fur- 
niture, paper and rubber and rubber products, chemicals, and machinery repair, 
and transport equipment. 

The second announcement of the loan in August 1956 met with a much greater 
response. By the middle of September, 799 applicants had requested $13.300,000, 
to be matched by $16,500,000 of private capital. A significant trend is the reduc- 
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tion in the average size of the loan requested to $16,800—evidence of the exten- 
sion of the scheme to smaller plants outside the Rangoon area. Eventually the 
plan is expected to reach cottage industries, and be extended to assist the mechan- 
ization of agriculture. 


Central America: School of Public Administration 


The Central American Republics, realizing that one of the most effective ways 
to coordinate measures for economic development was to build strong public 
administration in their countries, asked the U. N. Technical Assistance Adminis- 
tration (UNTAA) to organize a school of public administration. The Advanced 
School of Public Administration was established in 1954 and has since trained 
140 students, including officials who are now high in their respective governments. 
Other public administration schools for lower level officials are being created, and 
there has already been an improvement in public administration procedures in 
many departments of the five Republics. 

A practical demonstration of work in public administration, is the help given 
by UNTAA in the development of a uniform Central American customs nomen- 
clature. This nomenclature has been accepted by the 5 countries and 3 have put 
it into effect. The UNTAA has followed this with the development of a uniform 
customs code which is now being adapted to the legislations of all countries. 


Central America: Technical research for industry 


To help the development of industry in Central America, a Technical Research 
Institute for Central America was inaugurated in Guatemala in January 1956. 
This institution is governed by a board composed of representatives of the five 
eountries. It is staffed with UNTAA personnel and also with experts provided 
by UNESCO, which is providing an expert on scientific documentation, and the 
ILO, which is providing experts on productivity. One of the institute’s main pur- 
poses is to train Central American nationals in the field of research for industry ; 
it has direct contacts with private enterprise, which can utilize its services on 
a contract basis. 


Israel: Public administration training 


This UNTAA project in public service training was completed at the end of 
1956. It began in 1952 when the Government asked for the services of an expert 
to develop a scheme for a civil-service staff training college. The expert pro- 
posed instead that the Civil Service Commission should accept responsibility for 
training and for the improvement of organization and methods. He also sug- 
gested that more general studies in public administration should be instituted 
at the Kaplan School of Economics and Social Sciences, with the twofold pur- 
pose of training students of university age, wishing to make a career in adminis- 
tration, and of developing the interest and knowledge of mature administrators 
in their professional field. The Israeli Government accepted these proposals in 
full and a second expert took up duty in May 1954 with the Civil Service 
Commission. 

In October 1954 a third expert arrived to advise the Civil Service Conimmission 
on the measures necessary for the improvement of office organization and office 
techniques. She supervised a program of instruction in office management and 
the setting up of three demonstration offices. This was completed in October 1955. 

The task of setting up a new department of public administration at the Kaplan 
School began in February 1955. The plans for a diploma course and for seminars 
in administration matured during 1956. At the end of that year the last expert 
completed his work. The faculty of the Kaplan School and the staff of the Civil 
Service Commission have now assumed full responsibility and the various train- 
ing schemes will be further developed without additional technical assistance. 


WORLD HEALTH ORGANIZATION (WHO) 


Pakistan: Maternal and child health centers 


WHO, with equipment supplied by the United Nations Children’s Fund 
(UNICEF), has assisted in the establishment of maternal and child health 
centers in four Pakistan cities. In the Dacca center, 13 health visitors have 
completed a 3-year course and 53 more are in training. They are assisting in 
staffing the 22 maternal and child health centers which existed in east Pakistan 
before Pakistan gained its independence. At the main TB control center for east 
Pakistan, established with WHO help, 54 X-ray and laboratory technicians have 
completed training courses. 
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Indonesia: Tuberculosis control 


In addition to its important work in malaria control, WHO has been engaged 
in organizing and training at the TB control center in Bandung. WHO has 
trained medical staff on the spot, has awarded fellowships for doctors to study 
TB control methods in other countries, and has started an experiment to work 


out a simple means of TB control in the home, without the need for patients going 
to hospitals or sanatoriums. 


China (Taiwan): Malaria eradiction 


In Taiwan, in 1952, it was estimated that 10 percent of the population was 
affected annually by malaria. In that year, the World Health Organization 
(WHO), using technical assistance funds, sent an international team to Taiwan. 
The Government dsignated a team of counterpart personnel who could learn and 
profit from the international experts. The greater part of the supplies and 
equipment was provided by the United States bilateral program. By September 
1955, 904 squads working in 264 townships had protected a total population of 
almost 5% million from this disease. By the end of 1955, there were 4,677 trained 
supervisors, foremen, and operators. Every township now is self-sufficient in 
its malaria-control operations. The WHO, using technical assistance funds, 
provided administration and technical direction to this entire campaign with a 
staff of three professional employes. 


Haiti: Yaws eradication 


In 1950, a third of the inhabitants in rural areas of Haiti were affected by yaws. 
Since inception of a joint WHO-UN Children’s Fund (UNICEF) eradication 
campaign, the prevalence of yaws in these areas has decreased to not more than 
0.5 percent. 

WORLD METEOROLOGICAL ORGANIZATION (WMO) 


Central America: Hurricane seminar 


One of the most significant features in the 1956 WMO technical assistance 
program was the first WMO regional project to be financed under the expanded 
program, a hurricane seminar held in Ciudad Trujillo in the Dominican Republic. 
The seminar was attended by some 56 participants who came from 18 different 
countries. The topics covered by the 24 lecturers were: 

Structure, formation and dynamics of hurricanes 
Observations, analysis, and forecasting 

Research 

Hurricane effects and precautionary measures 

The seminar provided a valuable opportunity for an exchange of views and 
for scientific discussion between recognized world authorities in tropical meteor- 
ology, and thereby did much to add to an understanding of hurricane behavior 
and of Caribbean hurricanes in particular. The seminar will result in an 
improved approach to the problems associated with hurricane forecasting and in 
a better assessment of the precautionary measures which are practicable and 
justified. The organization of the seminar was carried out jointly by the. Govern- 
ment of the Dominican Republic, the UNTAA and WMO. The collected papers 
of the seminar are being printed by the Government of the Dominican Republic. 


Chile: Potato blight 


Potato blight occurs in almost every region in which the potato is grown and 
takes a heavy toll of the crop. Chile was one of the few substantial potato grow- 
ing areas free of the blight, and it was not until late in 1950 that its appearance 
was confirmed. As in other countries, potato blight showed its ability to strike 
suddenly and destructively. In the year following its discovery in Chile up 
to 50 percent of the crop was destroyed. 

Since no effective way to eradicate the disease is known, the Chilean authori- 
ties adopted the two preventative measures in use elsewhere—the introduction 
of more resistant varieties of potato and the use of fungicides to hinder the 
spread of the disease in the crops. More resistant varieties were introduced 
from abroad, but so far have made comparatively limited progress. Meanwhile, 
the use of fungicides presents its own difficulties. Spraying is costly, machinery 
for spraying is sparse, and transport of equipment and materials is not easy in 
a country where the potato-growing regions stretch for over a thousand miles of 
often-difficult terrain. 

The meteorologist can help considerably to make fungicide applications less 
costly and more effective by indicating to farmers the optimum times to spray— 


947375728 








432 MUTUAL SECURITY APPROPRIATIONS, 1958 


neither too late, when the damage is already done (since the fungicide has no 
curative effect), nor too early, when the protective layer on the plants is apt 
to be washed off by rains and a substantial amount of new unprotected foliage 
will have grown before the disease is again on the move. 

In view of the direct relationship between development of the disease and the 
meteorological environment of the growing crops, the Government of Chile re- 
quested help from WMO concerning application of meteorological science to con- 
trol potato blight particularly, but also other aspects of agriculture. In accord- 
ance with this request an expert from the Meteorological Service of Eire, who is 
recognized as a world authority on agriculture meteorology, was assigned to 
advise the Government. 

The main objective of the Chilean authorities in seeking meteorological advice 
on this problem was to lay the foundations for an advisory service on fungicide 
applications. The criteria for use in Ireland for detecting and forecasting blight 
weather proved equally applicable in Chile. 

In order, among other purposes, to provide data for a potato blight forecast- 
ing service, the Chilean authorities, following the recommendations of the WMO 
expert, propose to set up a network of agrometeorological stations at their agri- 
cultural experimental farms. The observations will also be applied to investiga- 
tions into the environmental aspects of other plant diseases of economic im- 
portance to Chile, such as wheat rusts, apple scab, and sunflower rust. They 
will be of further value in planning and introduction of new crops and plant 
varieties, in determining the water requirements of crops as a prelude to scien- 
tifically planned irrigation and in the many other aspects of Chilean agriculture 
in which weather plays an important part. 


DECREASE IN PERCENTAGE OF UNITED STATES CONTRIBUTION 


Mr. Wiicox. The percentage contribution by the United States to 
the technical program has come down gradually. 

Senator Ertenper. What was it last year? 

Mr. Wircox. Fifty percent. We are suggesting 45 percent for 
1958. 

Senator ELLenper. Next year it will be 38 percent ? 

Mr. Witcox. Yes, for 1959. 

Senator ELitenper. You hope to bring it down to a third ? 

Mr. Wucox. Yes, sir; we hope to bring it down in a 3-year period 
to 331% percent. 

Senator Ettenper. You had better not hope. You had better do it. 

Mr. Witcox. We are in agreement, Senator. I do want to say this: 

When you try to bring it down too soon, you run into serious risk of 
disrupting of the program. 

Senator E.ttenper. That is the result of not starting early enough 
to get the folks to bring it down. It should have been brought down 
a long time ago. 

Mr. Witcox. I think we are making considerable progress because 
not only are we getting more money into the central fund from various 
countries, but we are also getting more in the form of local contribu- 
tions from countries that receive this assistance. 

We are estimating this year our share of the total amount expended 
actually runs only 15 percent, when you count in the local con- 
tributions that the recipient countries make to the program. 

Senator Errenver. Do not argue that way. You mean aside from 
what the government is contributing ? 

Mr. Witcox. No,sir. 

Senator Eiienper. If you were to put what we contribute by way 
of milk and things like that, our contribution would be much more. 
You know that. 

Mr. Wircox. We did contribute some skim milk. 

Senator Eiitenper. Let usstick to the central fund. 
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If you argue that way you will weaken our position. 

Mr. Witcox, I do not argue this in United Nations circles. Isimply 
explain this to show that actually these other countries are picking up 
more and more of the cost of the program. 

Senator ELLenper. They see the good in these programs. 

Mr. Wixcox. That is right. They are good, sound programs. 

Senator ELLeNper. Then another thing, we are insisting that they 
put up more. 

Mr. Wucox. Yes, sir. 

Senator ExLenper. It strikes me that many of these programs par- 
ticularly for military aid, could be reduced if only there was some 
firm stand instead of saying, “If you can’t do it, we will.” 

Mr. Witcox. We are continuing our vigilence in this respect. 

Senator ELtenper. I know you are doing that. I want to com- 
pliment you. 

Mr. Witcox. Thank you very much. 


PARTICIPATION OF OTHER AGENCIES 


Senator Thye, I did ask that there be inserted in the record a de- 
scription of the other agencies that you asked about so that the rec- 
ord would not leave the impression that only the World Health Organ- 
ization or the Food and Agricultural Organization was doing effec: 
tive work in this field. 

Senator Tre. I was sorry I had to leave the room for a moment. 

[ had to step out to get a message. 

Mr. Wiicox, If I may, I would like to continue my statement for 
perhaps 2 or 3 minutes. 

As of January, there were approximately 1,500 experts assigned to 
various projec ts in about 74 countries. Of these, 198, or 13 percent, 
were Americans. We are doing what we can to see to it that that num- 
ber is substantially increased, but the task of finding qualified Ameri- 

cans to leave their homes and to take these assignments in out-of-the- 

way places in torrid zones is not an easy one. People are a little 
reluctant when they have a good job here to leave their jobs and go 
abroad for several years, taking their families with them. 

But we are wor king on that and we are hoping to show improve- 
ment from year to yea 

There are a ieatinale ‘of reasons why I think multilateral programs 
of this character are in the national interest of the United States. 
Congress has repeatedly stated in legislation that we as a country 
favor technical assistance. 

I will not take the time of the committee to emphasize that now. 

In the second place, our role of leadership in the United Nations is 
strengthened by our continued strong support of this technical assist- 
anecé program. 


SOVIET PARTICIPATION 


In the third place, the Soviet Union, having ridiculed the program 
for several years as an instrument of United States imperialism, has 
apparently decided it was losing a valuable propaganda advantage be- 
cause It did not support the program. They are making contribu- 
tions to the program now and it is therefore more than ever to our 
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interest to see to it that we continue our leadership in a strong and 
vigorous way. 

ultilateral programs are less costly to the United States because 
we have not only our contributions but the contributions from other 
countries on which we can rely. 

Finally, multilateral technical assistance in some fields is sometimes 
more acceptable politically to underdeveloped countries than is bi- 
lateral assistance. This is particularly true in some countries where 
people and their governments are sensitive of their newborn in- 
dependence. 

Now, there are some points that have been discussed I think suffi- 
ciently already that I have attempted to cover in the latter part of my 
statement. But I will be quite content if you would receive it for the 


record. 
VALUE OF TECHNICAL ASSISTANCE PROGRAM 


Senator Ture. Doctor, is it not true that the youth in most of these 
countries where the standard of living is not comparable to ours or to 
Western Europe, that they see modern civilization, they cannot help 
but see it because of planes that come and go that pass almost all the 
remote areas of the world. They also see a modern automobile as well 
as coming in direct. contact with literature, magazines, and so forth, 
coming from all sections of the world. And that they occasionally see 
a movie of some production, whether it be this country or some other 
country, and they come in contact with the advancement in civilization 
outside of their own little area. 

And unless technical assistance in some manner reaches in and gives 
them hope and encouragement to something different than their lot, 
why they are absolutely ripe for the propaganda that is constantly 
sent to them by the Soviet. And the technical assistance is bringing 
hope and encouragement to that youth that there is an opportunity, 
through this cooperation with the United Nations organizations such 
as you have described, that there is a future for them and that there is 
something different for them in the years to come than the lot that 
they have witnessed of their parents and that they were born into. 

Therefore, we may spend some money here, but it is far less than 
if you should become involved in a world crisis where one part of the 
world was split to the Soviet bloc and the other part split to the 
Western World. 

That is the reason I support this program. 

Mr. Wiucox. Senator, I agree with you 100 percent. If I had that 
statement as part of my original statement, I would be very proud of it. 

Senator Ture. I have looked across the countryside of some of those 
foreign countries. I have seen the youth with just as inquisitive an 
expression on his face when he looked at the western dress and when 
he looked at the modern automobile or looked up in the sky and saw 
the modern airplane; I saw the same inquisitive expression on their 
faces as you would see on the American youth, whether at a county fair 
or State fair or standing on the streets of your town. 

So they are alive as to what is outside just as we were alive when 
we were young people. 

You are either going to fill that or you will have a vacuum that will 
draw on the propaganda that may be fed them by some ideology other 
than the American ideology. 
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When they did not see anything but the crooked-stick implement 
and the water buffalo, they were content but they have seen something 
else and there is no denying them. 

Chairman Haypren. We thank you, sir, for your statement. 

Mr. Witcox. Thank you very much, Mr. Chairman. 

Chairman Haypen. Mr. John Wesley Jones has a three-page state- 
ment I think he would like to make. 


Comptetion or NATO Bouttprne in Paris 


STATEMENT OF JOHN WESLEY JONES, DEPUTY ASSISTANT SECRE- 
TARY, BUREAU OF EUROPEAN AFFAIRS, DEPARTMENT OF 
STATE 


INCREASE IN BUILDING ESTIMATE 


Mr. Jones. Mr. Chairman, thank you very much. 

I am here in connection with a budget request for an American con- 
tribution to the completion of the NATO Building in Paris. This 
building has been started and is designed to house the NATO civilian 
headquarters in Paris. 

The principal reason for the increase in the NATO building esti- 
mate is inflation in the French economy. Throughout 1955 and 1956 
heavy Government expenditures, high levels of private investment, 
and extensive credit to business provoked serious inflationary tenden- 
cies in France. These were in turn aggravated by the French mili- 
tary effort in Algeria. Productive capacity is now being fully uti- 
lized and, in most sectors, the labor market has become strained. 

During 1956 the extent of inflation was controlled largely through 
the planned expansion of imports. This source of relief cannot be con- 
tinued much longer; gold and hard currency reserves dropped from 
about $2 billion to about $1.2 billion during 1956. French gold and 
hard-currency reserves on June 30, 1957, were about $800 million. 

The impact of inflation in France has been especially marked in the 
construction industry. Building costs rose 15 percent in 1956. Wages 
and prices are continuing at the present time. 


ESTIMATED INCREASE 


The NATO building estimate of $6,200,000, which formed the basis 
for the United States appropriation estimate in the 1956 mutual se- 
curity program budget for this item was a preliminary architectural 
estimate computed at 1954 prices. 

At the present rate of increase of construction costs in France of 15 
percent per year, price rises over the 414 years from 1954 to May 1959, 
when the building is expected to be accelaieek will require an increase 
of $4,390,000 above the original estimate. The remaining $3,124,000 
of the increase to the present estimate of $13,714,000 is for doubling 
the depth of the basement because of site conditions, altering plans to 
provide space for the German delegation, using natural stone facing, 
refining the original broad estimates on the basis of actual bids or more 
detailed specifications, and providing for a contingency allowance on 
portions of the work for which contracts have not yet been let. 

The NATO building estimate of $13,714,000, on which the United 
States budget request of $2,700,000 is based, is the result of a thorough 
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reexamination of all the detailed specifications and estimates just 
completed by a well-qualified firm of consultant engineers. 

i Peery three-fourths of this estimate, exclusive of provisions 
for future inflation and contingencies, is based on actual bids and nego- 
tiations with low bidders. 


UNITED STATES CONTRIBUTION 


Senator Ettenper. Is that our entire contribution ? 

Mr. Jonss. No, sir. 

Senator ELLENpER. How much have we put up in addition to that ? 

Mr. Jones. $2.866,000. 

Senator Ex.enper. Then we are contributing almost 50 percent of 
the cost of the building ? 

Mr. Jones. 40.86 percent. 

Senator Tuyrr. Why does the United States have to contribute such 
a high percentage ? 

Mr. Jones. When we first entered into arrangements for our NATO 
contribution, not only to the building but also to other capital expenses 
of the NATO civilian and military headquarters, we agreed to a share 
of 45 percent. 

Senator Tuyr. What is going to happen to the building now being 
occupied by NATO? 

Mr. Jones. That will be torn down. The French Government built 
it for temporary purposes—for the U. N. General Assembly meeting 
in 1951. Itis in a park area in Paris which is supposed to be restored 
to its original beauty. 

Senator Ture. I realize it is only a temporary structure as the 
rest of the committee are familiar with, but it seems strange that we 
should have to put up such a high percentage. 

Senator ELtenper. You should not be surprised, Senator. We have 
been doing this all along. All our contributions have ranged from 100 
percent on downward. 

Mr. Jonrs. May I comment on this point ? 

We originally agreed to a percentage of 45 in the NATO contribu- 
tion to building and also to other capital expenses of the NATO civil- 
ian and military headquarters. Subsequently, we renegotiated this 
and came out with a percentage of 24.2 percent, which is the present 
rate of our contribution to the operating and capital expenses of the 
civilian and military headquarters. 

However, we had already agreed to 45 percent of the construction of 
the building before the renegotiation of the cost-sharing formula. 

We feel we are committed to it. Subsequently, when Germany 
joined NATO our percentage was reduced downward from 45 to 40.86 
percent for the construction of the building. 

However, once the building is constructed, we hope this will be the 
end of this percentage of 40.86, and that we will henceforth be on a 
basis of 24.2 percent. 

Senator Ettenper. That is for operations? 

Mr. Jones. Yes, sir. 

Senator Exitenper. That is almost a fourth. Isn’t that high? 

Mr. Jones. Well, sir, I believe that is less than our contribution to 
many other international organizations. I think it is normally around 
3514 percent. 
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Senator ELtenper. It is 45 percent in one of the programs. 
Chairman Haypen. You may complete your statement. 


INADEQUACY OF ORIGINAL ESTIMATE 


Mr. Jones. Thank you, sir. 

When the first appropriation for the NATO building was sought 
in the fiscal year 1956 budget, it was assumed that no further funds 
would be needed. That request was made at a time of price stability 
in France, and no provision was made for price increases. 

Unfortunately, there has since developed a marked rise in prices. 
The original request also made no provision for contingencies in the 
hope that international competitive bidding would result in offsetting 
savings. However, such savings have not materialized, apparently 
because construction activity in most of Western Europe is near capac- 
ity so that non-French firms have not been as interested in the NATO 
building as had been anticipated. 

The fact that the original estimate was low gives rise to the question 
whether the current estimate will be adequate. The current estimate 
has been made by a thoroughly reputable professional firm. Unless 
significant delays are experienced in obtaining materials or labor, or 
unless accelerated inflationary forces develop in the French economy, 
this figure should be sufficient for construction costs. 


NECESSITY TO CONTINUE WORK 


The necessity for seeking a further appropriation for the NATO 
building is regretted, not only by the United States but also by other 
NATO members. However, construction is well underway, and it has 
become obvious that additional funds will be necessary to complete 
the building. 

We think it very important, as do the other NATO nations, that the 
work proceed with dispatch, not only to keep costs from rising still 
further, but also to provide NATO with a permanent home and thereby 
symbolize the durability of the alliance. 

Chairman Haypen. Wethank you for your statement, sir. 

The next witness will be Mr. Cook. 


ADMINISTRATIVE EXPENSES 


STATEMENT OF RICHARD F, COOK, ASSISTANT DEPUTY DIRECTOR 
FOR MANAGEMENT, INTERNATIONAL COOPERATION ADMINIS- 
TRATION 


AMOUNT REQUESTED 


Mr. Coox. Mr. Chairman, I am here to speak to the administrative 
expenses for which a request of $25 million was made, providing for 
administration of the International Cooperation Administration and 
agencies other than the Department of Defense necessary to administer 
nonmilitary assistance programs. 

I have a prepared statement which I can insert in the record and 
highlight it. 

Chairman Haypen. That may be done. 
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(The statement referred to follows :) 


ADMINISTRATIVE EXPENSES, SECTION 411 (B) 


Statement by Richard F. Cook, Assistant Deputy Director for Management, 
International Cooperation Administration 


The Mutual Security Act of 1957, S. 2130, as passed by the Senate on June 14, 
1957, authorized the appropriation of not to exceed $33 million for necessary 
administrative expenses during fiscal year 1958, on July 19, the House author- 
ized to be appropriated $32.5 million. These amounts are in lieu of the $35 mil- 
lion requested by the President. 

The Senate Committee on Foreign Relations in its Report No. 417, accom- 
panying S. 2130, stated that the reduction reflects a feeling on the part of the 
committee that greater efficiency and the elimination of nonessential functions 
and personnel would not only save administrative costs, but also improve the 
effectiveness of the program. 

We are most certainly aware of the need to improve our operations and to 
attain greater efficiency and eliminate nonessential functions and personnel 
where possible. Authorization for $35 million was requested in order to provide 
what is considered to be adequate minimum staffing necessary to properly ad- 
minister the nonmilitary assistance program. The work of administering this 
program has increased steadily as the program has shifted to the less-developed 
areas of the world, with less experienced governments and business communities 
and more difficult working conditions. As the economic assistance program has 
shifted from Europe to the less-developed areas of the world, the character of the 
program has necessarily changed. Dealing with less-experienced governments in 
countries with embryo business communities, it has been necessary for the United 
States to help in the actual implementation of assistance measures to a far 
greater degree than was required in Europe. This has run from the furnishing 
of technicians, providing of training and the arranging for service contracts, to 
increased audit and end-use check activities. Experience has taught us that we 
get the greatest results from our assistance only when we carefully review aid 
proposals for economic usefulness and technical soundness before committing 
funds, and then actually follow through to insure that they are effectively used. 
I think the committee would be interested to know that 22 percent of the request 
of $35 million, or $7,650,000, is for the purpose of appraisal of mutual security 
programs including the review and evaluation of programs and projects and 
necessary financial controls including audit and end-use check activities. 

The change in character of the program has resulted in more assistance on a 
project basis rather than by the provision of commodities as was done in Europe. 
Project assistance increased from $373 million in fiscal year 1955 to approximately 
$700 million this year. As you go from the field of commodity acquisition and 
shipping into a country and get into project activities, the need for administra- 
tive staff increases. That is particularly true in technical assistance. In the 
technical assistance area, your administrative costs run up very fast, and as our 
technical assistance program develops and broadens, as it has each year, we 
have an additional demand for personnel. Funds available for administrative 
expenses have not kept pace with this shift of the program from nonproject to 
project assistance. The resulting gap has been costly in terms of time and effi- 
ciency. The amount requested for fiscal year 1958 of $35 million represents an 
increase of $4.8 million over the amount available for administrative expenses 
during the current fiscal year. Of the $4.8 million increase, $1.1 million represents 
the cost of contributing to the civil service retirement fund, heretofore borne by 
another governmentwide appropriation for this purpose and hence does not rep- 
resent an increase in costs. 

The additional funds required to administer the nonmilitary assistance pro- 
gram in fiscal year 1958 therefore amounts to $3.7 million and is directed toward 
alleviating the deficiency in staff requirements and will provide for the following: 

(1) $1.3 million provides for the opening of new missions or provision of per- 
sonnel in new locations in underdeveloped areas, for additional costs of opera- 
tions begun in fiscal year 1957 in Burma, Ghana, Morocco, and Tunisia. 

Of this increase of $1.3 million, $560,000 is for providing personnel in new loca- 
tions in underdeveloped areas of the world. The $560,000 requested will provide 
for meeting only minimum staffing and related costs. 

The remainder of $760,000 is to provide for additional costs of operations begun 
in fiscal year 1957 in Burma, Ghana, Morocco, and Tunisia. The cost of admin- 
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istrative operations in these new locations during fiscal year 1957 was $370,000, 
however, this provided for only 27 American positions and 7.3 man-years of em- 
ployment compared to the requirement in fiscal year 1958 of 54 American posi- 
tions with 36.7 mean-years of employment considered to be essential to effectively 
administer the mutual security programs in these 4 countries. 

(2) $0.5 million for improved personnel operations. 

The difficulties encountered in obtaining and retaining qualified personnel 
willing to work overseas has continued to hamper the execution of mutual se- 
curity programs. To minimize these difficulties, ICA has developed and is in 
the process of introducing a strengthened system of training staff and recruit- 
ment and intensive training programs for junior and intermediate personnel, and 
to employ additional personnel designed to insure, as nearly as possible, a full 
staff of key positions in the field at all times. The total complement of personnel 
estimated to be required under these programs in fiscal year 1958 is 117, an in- 
crease of 108 over the small complement in existence during the current year. 
Through these programs, it is anticipated that personnel turnover will be sig- 
nificantly reduced, continuity of essential operations will be assured, and more 
effective program planning and execution will result. These improvements will 
in the long run produce economies for the United States in terms of tighter pro- 
grams and more rapid furtherance of United States objectives and policies. 

(3) $0.6 million for costs of administering programs dealing with the ship- 
ment of surplus agricultural commodities to other countries. 

Section 411 (d) of the Mutual Security Act of 1956, as amended, Public Law 
726, 84th Congress, provided that not to exceed $1.5 million of funds made avail- 
able under title II could be transferred in fiscal year 1957 for necessary adminis- 
trative expenses not otherwise provided for incident to carrying out functions 
under the Agricultural Trade Development and Assistance Act of 1957, as 
amended. Accordingly, an estimate was submitted to the Appropriations Com- 
mittee which indicated the need for 152 American positions at aggregate salaries 
of $1.1 million and 99.9 man-years of employment anticipated for fiscal year 1957 
at a cost of $0.7 million, a lapse of 52.1 man-years and $0.4 million. During fiscal 
year 1957, $1,150,000 has been utilized for this purpose, $350,000 less than the 
$1.5 million authorized. This savings has been realized due to difficulties en- 
countered in obtaining qualified personnel resulting in a greater lapse of man- 
years than had been anticipated. Full year salaries and related costs for these 
positions are estimated to require $600,000 over the amount of $1,150,000 author- 
ized during the current fiscal year. 

(4) $1.1 million for salaries and related costs of new positions and full year 
costs for positions for which funds were provided for only in part of fiscal year 
1957. 

The total new positions requested for fiscal year 1958 operations (excluding the 
108 positions required for improved personnel operations, as discussed under 
item 2) is 8. Of this increase of 85, 20 are to provide staff for new locations 
in underdeveloped areas, and 27 are to provide additional staff in new locations 
opened in fiscal year 1957, both of which are discussed in item 1. The remaining 
increase of 38 positions, 10 of which are required for the development loan 
fund operations, will be used to improve qualitatively ICA’s discharge of its 
administrative responsibilities under the mutual security program. 

(5) $0.2 million required for additional costs associated with expanded 
refugee activities of the Department of State, includnig 10 new positions and 
related costs. 

In order for ICA to effectively administer its nonmilitary assistance program 
of approximately $1.9 billion, the full amount of $35 million of administrative 
funds, as requested by the President, is required. Any lesser amount will require 
us to make adjustments, which in all probalility will cause curtailment, elimina- 
tion, or deferment of what are considered to be minimum essential operations. 


ORIGINAL AUTHORIZATION 


Mr. Coox. As background, Mr. Chairman and gentlemen, the Mu- 
tual Security Act, as passed by the Senate, authorized an appropria- 
tion of not to exceed $33 million for the administrative expenses with 
which we are dealing here. 

The House bill passed later on authorized $32.5 million. Our re- 
quest was $35 million. 
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I would like to emphasize the need for the $35 million. This was 
requested in order to provide what we think is necessary for an-ade- 
quate minimum staff required properly to administer the nonmilitary 
assistance programs. 

This work has increased in volume and scope and complexity as 
our programs have shifted from Europe in the more developed areas 
of the world to the less developed areas of the world. As we shifted, 
it resulted in dealing with less experienced governments, in countries 
with just beginnings of a business community, it has been necessary 
for us in the United States to help in the actual implementation of 
assistance to a far greater degree than was required in Europe. 

This has run from the furnishing of technicians, the providing of 
training, the arranging of service contracts to increased audit and end 
use check activities. 


MUTUAL SECURITY PROGRAM APPRAISAL 


I think you might be interested in knowing that 22 percent of this 
request for $35 million, or $7,650,000, was designed for the appraisal 
of mutual security programs, including review and evaluation of 
projects and these financial controls, including the audit, the postaudit 
and end-use check activities. 

I might say we regard this as a very important facet of our opera- 
tions, this financial and management control. The changing char- 
acter also resulted in more assistance on a project basis rather than 
the provision of commodities as was done in one 

Our project assistance has increased from $373 million since fiscal 
year 1955 to approximately $700 million this year. As we move in the 
field of commodity acquisition and shipping in a country and move 
into project activities, the needs for administrative staff, and ad- 
ministrative funds increase. 

This is particularly true in technical assistance. Our administra- 
tive costs and technical assistance run up very fast and to a much 
greater degree than in the more developed areas, particularly since 
we need the additional personnel to work with people who are not 
as well-trained in Europe as they were under the Marshall plan. 

Our funds for administrative expenses have not kept pace with this 
shift in program. We believe this gap has been costly in terms of 
efficiency. 

INCREASE IN REQUEST OVER CURRENT YEAR 


The request of $35 million represents an increase of $4.8 million over 
the amount available for administrative expenses during the current 
fiscal year. Of this amount, $1,100,000 is the cost of our contributions 
to the civil service retirement fund, which we did not have to pay in 
prior years. 

So the increase amounts to $3.7 million, eliminating that 1.1. 

Senator Extenper. You would get about the same amount of actual 
funds as you received last year. 

Mr. Coox. Actual funds, but it would not take care of the increases 
required because of additions to personnel during part of this particu- 
lar year. 

Senator Extenver. I know, but most of your expenditures are con- 
centrated in three countries, namely, South Vietnam, Formosa, and 
South Korea. 
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Mr. Coox. Not necessarily. We have large programs in Pakistan 
and India. 


Senator ELtenper. They are small compared to what you are spend- 
in the other places ? 

Mr. Coox. Not in terms of the administrative costs required, Mr. 
Ellender. In Pakistan and India we still require administrative costs 
to administer technical-assistance programs. 

I would say these programs are comparable. 

Senator Wiranve You have not increased your administrative 
costs in India, have you? 

Mr. Coox. Not increased in India, but our position here, $1.3 million 
of this amount is for the new programs; first of all, for additional cost 
of operations which began in fiscal year 1957 in Burma, China, Mo- 
rocco, and Tunisia. We started there in a very small way late in this 
fiscal year. 

POSSIBLE TRANSFER OF TECHNICIANS 


Senator ELtenper. You can take many of your technicians out of 
Formosa and Korea and transfer them to other areas. 

Mr. Coox. Based on our demands, even if we transferred a great 
number of those people, they may not fit into the exact categories of 
the technicians we need in some other spot; in addition to that, that 
will have to be placed. 

Senator Eitenper. Isn’t it the same kind of work? 

Mr. Coox. No. There are many categories of jobs. This is one of 
our problems in administering the personnel program. 

I was amazed to find we have 600 different categories of positions 
we have to fill with 3,000 people overseas. So the movement of people 
from one country to another 

Senator Ettenpver. Who is responsible for making it so compli- 
cated ? 

Mr. Coox. We did not try to make it complicated. If you need a 
public health doctor, then you must supply a public health doctor. 
The same with a public health nurse. It is not that we make it com- 
plicated, but the fact we like to make it simple. 

The simpler we can make it, the better for us. On the other hand, 
we have to serve the need for that particular country for technical 
assistance to give them the know-how to aid in their economic develop- 
ment. 

A half-million dollars is for improvement in our personnel opera- 
tions. One of them is to try to provide for what we call a full com- 
plement program to determine the essential positions in the field and 
keep them filled, so that we do not have them vacant for long periods 
of time. 

We try to provide for some junior officers to come in that might do 
some of the jobs that are now performed by higher paid technicians. 
This has not been done in the past. We would like to bring a few 
in the program to train them. 





SHIPMENT OF SURPLUS AGRICULTURAL COMMODITIES 


Six hundred thousand dollars of this amount is for the cost of 
administering the programs dealing with the shipment of surplus 
agricultural commodities of other countries. Last year; if you will 
recall, there was a separate authorization for a million and a half 
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dollars. This million and a half.was not used this year. As a matter 
of fact, we used $1,150,000 primarily because of the difficulty of trying 
to get people on in time to serve during a greater part of the fiscal 
year 1957. 

This year we are asking for an increase of $600,000 over that 
$1,150,000. One million five hundred was appropriated last year for 
this particular purpose. Then $1.1 million for salaries and related 
cost of new positions and full year cost of positions, for which funds 
were provided for only a part of the fiscal year 1957. The remaining 
amount is $200,000 required for additional cost associated with the 
expanded refugee activities of the Department of State, including 
new positions and related costs. 


REFUGEE AND MIGRATION PROGRAM 


This $33,600,000 is for this particular program and $1,400,000 is 
for the refugee and migration program administered by the Depart- 
ment of State. We feel that in order for the International Coopera- 
tion Administration to administer this nonmilitary assistance program 
of approximately $1.9 million, the full amount of $35 million of ad- 
ministrative funds, as requested by the President, is required. Any 
lesser amount will require us to make adjustments which in all prob- 
ability will cause curtailment, elimination or deferment of what we 
consider to be minimum essential operations. 

Chairman Haypen. We thank you, sir, for your statement. 

I will place in the record at this point a statement submitted by 
Hon. Loy M. Henderson, Deputy Under Secretary of State, in support 
of administrative expenses. 


(The statement referred to follows :) 


Mr. Chairman, I am appearing to present the request for appropriations to cover 
the activities of the Department of State in carrying out its responsibilities under 
the mutual security program. The authorization for this appropriation is found 
in section 411 (d) of the Mutual Security Act of 1954, as amended, which becomes 
section 411 (c) in S. 2130 as approved by the Senate. This section provides that: 

“There are authorized to be appropriated to the Department of State such 
amounts, not to exceed $7,000,000 in any fiscal year, as may be necessary from 
time to time for administrative expenses which are incurred for normal functions 
of the Department which relate to functions under this Act.” 

Our request for appropriations for these purposes for fiscal year 1958 is for 
$4,577,000, or an increase of $900 over our estimated obligations in fiscal year 
1957. This request is outlined on pages 113 and 114 of the presentation book 
on nonregional programs. 

Last year, in seeking the authorization contained in this section, we indicated 
that it was our intention, as expressed in the committee reports, to request funds 
for these expenses in the annual appropriation acts of the Department of State. 
Acting on the authority of section 411 (d) and the intent as expressed in the 
committee reports the Department with the concurrence of the Bureau of the 
Budget included an amount of $4,577,000, the same as it is now requesting, in 
its annual budget estimate for fiscal year 1958. The details of the estimate were 
set forth in the hearings of the House Subcommittee on Appropriations which 
examines the Department’s estimate. The House committee report stated that: 
“The committee is of the opinion that these funds should continue to be a part 
of the administrative expenses of mutual security and this amount should be 
requested and presented to the Congress as a part thereof.” It is in keeping 
with the opinion thus expresed that we are appearing before you today. 

The Secretary of State is responsible, under the President, for the formulation 
and implementation of United States foreign policy and for assuring that the 
mutual security program is carried out in accordance with and in furtherance of 
our foreign policy objectives. The functions of the Secretary have been specified 
in the new authorizing bills passed by the Senate and the House and in a new 
subsection 523 (c) which reads as follows: 
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“Under the direction of the President, the Secretary of State shall: 
“(1) coordinate the various forms of assistance authorized by this act 
so ont the foreign policies of the United States may be best served thereby ; 
an 


“(2) determine the value of the program under chapter 1 of title I for any 
country.” 

‘The performance of these functions requires that the Department of State con- 
stantly supply policy guidance both to the Department of Defense in relation to 
the military assistance program and to the International Cooperation Adminis- 
tration in relation to the other programs. It also requires a following up of the 
implementation of these programs in the field to ensure that they are carried out 
in accordance with foreign policy objectives and to obtain the information on 
which to base decisions with respect to the country value of military assistance 
programs. 

In addition to these activities directly related to the mutual security program, 
we have financed under this appropriation account of the Department of State 
activities in connection with the North Atlantic Treaty Organization—in: the 
Department of State, in our mission to NATO in Paris, and in our embassies to 
the 14 other member nations of NATO. 

To carry on these responsibilities, the Secretary is requesting $4,577,000 to 
carry on operations at the same level as in fiscal year 1957. This amount provides 
$2.675,000 for program policy review and $1,902,000 for the support of the United 
States mission to NATO and European regional organizations in Paris. 

Within the amount requested for program policy review $1,428,000 is for work 
in the Department relating to mutual security problems and $1,247,000 for 
coordination of activities at our missions overseas relating to economic aid and 
military assistance programs. 


PROGRAM POLICY REVIEW——-DEPARTMENTAL 


In the Department we are requesting 174 positions distributed among the 
offices in proportion to the amount of work they perform in support of the mutual 
security program. 

The Secretary’s Office is responsible for coordinating all activities within the 
Department relating to the programs authorized by the Mutual Security Act of 
1954. 

The Assistant Secretary for Economic Affairs has responsibilities arising out 
of the mutual security programs relating to economic development, finance, trade 
agreements and treaties, business practices, transport and communications. 

The Assistant Secretaries for the regional areas have common responsibilities 
for the review and coordination of mutual defense assistance, economic assistance, 
bilateral technical assistance and special programs which fall within their areas. 
In addition the Bureau of European Affairs has special responsibilities as the 
backstop of the North Atlantic Treaty Organization. 

The Bureau of International Organizations Affairs has responsibility for the 
many complex problems arising from the participation by the United States in the 
multilateral assistance programs, the United Nations Korean Reconstruction 
Agency, the United Nations Relief and Works Agency for Palestine, the United 
Nations Children’s Fund, the United Nations Refugee Fund, and related problems 
arising from planning and the conduct of international conferences. 

Other staff offices, such as those of the legal adviser, the Assistant Secretary 
for Congressional Relations and the Assistant Secretary for Public Affairs, par- 
ticipate by bringing their special fields of competence to aid in the solution of 
mutual security problems. 

Supporting this staff, the administrative area performs the necessary commu- 
nications, supplies, equipment, personnel, budget and finance services. 


PROGRAM POLICE REVIEW-——FOREIGN SERVICE 


The second item under the heading of program policy review is an amount of 
$1,247,000 for coordination of activities at our missions overseas relating to 
econonic aid and military assistance programs. 

For this purpose we are requesting 96 American and 10 local positions. These 
positions are located in those Embassies where the Ambassador has respon- 
sibilities requiring him to give general direction and leadership to the mutual 
security program not only within the country of his assignment but also with 
respect to joint regional arrangements. In carrying out this assignment the 
Ambassador must make sure: (1) that prospective plans and actions of ICA 
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and Defense representatives are effectively coordinated and are consistent with 
and further United States foreign policy; (2) that the interpretation and appli- 
cation of instructions received by ICA and Defense representatives are in accord 
with United States foreign policy; (3) that representatives of ICA and Defense 
prevent duplication of their efforts and make efficient use of all United States 
employees; (4) that ICA and Defense representatives are fully informed as to 
current and prospective United States policies; and (5) that special reports on 
the operation and status of the programs are prepared and submitted to the 
proper authorities. 

These, in general, are the functions performed but their application varies 
from one regional area to another. We are requesting in the European area funds 
to provide not only special assistants to the Ambassadors but also positions for 
the assignment of political officers at NATO Military Headquarters and the 
United States members of the staff of the NATO Defense College. 

In the Near East we have a regional coordinating committee composed of 
the chiefs of our missions to Syria, Lebanon, and Jordan with the chiefs of the 
United States missions to Egypt, Iraq, Saudi Arabia, and Israel participating 
when necessary. This committee meets to assure that political and economic 
problems arising from the assistance programs receive a considered regional 
appraisal. 


UNITED STATES MISSION TO NATO AND EUROPEAN REGIONAL ORGANIZATIONS (USRO) 


Now if I may I would like to review some matters with which you are familiar 
but which need to be restated as background for this request. As you know, ad- 
herence by the United States to the North Atlantic Treaty requires our partici- 
pation in the North Atlantic Treaty Organization (NATO). NATO operates 
through the North Atlantic Council composed of a permanent representative from 
each country. In addition to the Military Headquarters the Council has created 
the NATO Civilian Headquarters at Paris with an international staff directed by 
the Secretary General who is Vice Chairman of the Council. The NATO Civilian 
Headquarters has the job of coordinating the varied defense and defense support- 
ing activities of NATO. 

In addition to NATO there is also the Organization for the European Economic 
Cooperation (OREC). The United States is an ‘associated country.” The OREC 
which serves as a means for joint consultation and coordination of national eco- 
nomic and financial policies, has two operating bodies—the European Payments 
Union and the European Productivity Agency. 

Fach NATO country has a mission or delegation to NATO and OEEC. The 
USRO chief of mission is the United States permanent representative on the 
North Atlantic Council and he also serves as the United States representative 
to the Council of the Organization for European Economic Cooperation. 

The mission is composed of representatives of the Departments of State, Treas- 
ury, and Defense, the International Cooperation Administration and the United 
States Information Agency. Funds are requested in this estimate for 90 Ameri- 
can positions for the State Department element and for an average permanent 
non-American employment of 174 positions for a total cost of $1,902,000 including 
other objects of expense. This includes the office of the chief of mission, the 
office of political affairs, and in addition the administrative staff and secretariat 
for the entire organization. 


Chairman Haypen. Mr. Shaw, do you have something you want 
tosay? 
ADMINISTRATIVE EXPENSES 


STATEMENT OF MARKLEY SHAW, COMPTROLLER, ISA 


GENERAL STATEMENT 


Mr. Suaw. Yes, Mr. Chairman. I would like to speak to the ad- 
ministrative expenses requirement for the military assistance pro- 
gram. 

As the committee knows, the military assistance appropriation car- 
ries only a portion of the total cost of administering the program. The 
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military department appropriations are responsible for supplying 
much of the services and many of the facilities we need in order to 
implement our program. 

They provide all the military personnel and the pay and allow- 
ances for those military personnel. We use their distribution system 
and, more importantly, we use their procurement facilities and their 
appropriations to procure for our program. 

As Mr. Sprague said the other day, we expect to expand the use of 
the service appropriations for this purpose in order to simplify and 
consolidate the procurement operations of their and our program. 

We expect to use their appropriations and working capital funds 
for not only the items that are common to our requirement and to the 
requirements of the military department, but also those considered 
peculiar to our requirements, as well as for services. 


AMOUNT REQUESTED 


This year we are asking for $23,500,000 for the administrative ex- 
pense item of the military assistance program. It compares with $23 
million last year. 

The books show a request for $25,500,000 but at the request of the 
Bureau of the Budget, we reduced our request to 23.5. The $500,000 
we are asking in addition to the amount of money we had in fiscal year 
1957 is required to defray the cost of the retirement amount for civilian 
employees now required from us instead of a special legislation here- 
tofore provided. 

Senator Ex.enper. Is that sum included in the mutual defense 
appropriation ¢ 

Mr. Suaw. It is included in the mutual defense appropriation 
request. 

Senator Ertenper. Where is most of that money spent, in Wash- 
ington, or in the field ¢ 

Mr. Suaw. Just a moment, sir. 

Eleven million dollars in fiscal year 1957 was spent overseas. That 
is the total overseas. It is about 50-50. 

Senator Exxienper. Is this money being spent with MAAG? 

Mr. Suaw. This is the support of the MAAG. 

Senator Ex.enper. Civilians only ? 

Mr. Suaw. Civilians and the travel and communications and gen- 
eral office support of the military personnel, but not their pay and 
allowances. 

Senator E.tenpver. Their pay and allowances—— 

Mr. Suaw. Comes out of the military appropriation. 

In fiscal 1958, we are planning a reduction in the number of per- 
sonnel stationed abroad. 

Senator Extenver. That is what I was coming to. I understand 
that in Formosa you cut back between six and eight hundred persons. 

Mr. Suaw. That is correct. 


NEED FOR APPROPRIATION 


Senator ELLenper. Then, why do you need as much money as you 
are requesting ? 

Mr. Suaw. Unfortunately, the military assistance program must 
return these people to the United States.” So there are times during 
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the process of reducing personnel our administrative costs increase, 
and we expect that in 1958 we will have increased transportation costs 
to offset the savings in the number of personne] that are to be sup- 
ported there. 

This is an unavoidable situation. 

Mr. Chairman, in addition to the administrative expense item, I have 
also statements justifying other mandatory-type items that are in- 
cluded in our program request for the support of international mili- 
tary headquarters, NATO infrastructure, packing, handling, crating, 
transportation cost and the United Nations logistical support in 
oe in the form of statements which I would like to submit for the 
record. 


Chairman Haypen. They may be included in the record. 
(The statement referred to follows :) 


STATEMENT BY MARKLEY SHAw, ISA ComMPprTROLLER, OFFICE OF 
ASSISTANT SECRETARY OF DEFENSE (ISA) 


Mr. Chairman and members of the committee, I wish now to cover the following 
special military assistance programs: 
(a) International military headquarters. 
(6) NATO infrastructure. 
(c) Packing, crating, handling, and transportation costs, 
(d) Military assistance administrative expense. 
(e) United Nations logistical support in Korea. 


INTERNATIONAL MILITARY HEADQUARTERS 


Objectives.—The support and operational costs of international military head- 
quarters are jointly financed by the member governments in accordance with 
government-to-government and international agreements and under accepted cost 
sharing formulas. This request covers expenses for NATO International Military 
Headquarters, the SEATO Permanent Military Planning Staff, and such other 
similar organizations with which the United States may become affiliated. 

The military assistance program funds requested for fiscal year 1958 ($6.550 
million) are to meet the United States obligation to support (1) to the extent of 
24.2 percent, the operation, maintenance, and capital costs of the military head- 
quarters and agencies of NATO, and (2) the estimated United States share of 
operations of the SEATO Permanent Military Planning Staff, and other similar 
organizations. 

NATO International Military Headquarters.—This organization consists of the 
two primary military commands commonly known as SHAPE (Supreme Head- 
quarters, Allied Powers Europe) and SACLANT (Supreme Allied Commander, 
Atlantic) ; the Channel Command, the Standing Group and the several military 
agencies, such as NATO Defense College, Military Agency for Standardization, 
and the European Radio Frequency Agency. The costs allowed under the inter- 
national budgets for these headquarters and agencies are limited to civilian 
salaries and wages, operating support (utilities, office supplies and equipment), 
maintenance of building and equipment, and capital items. The pay and allow- 
ances of military personnel and supporting military equipment and hardware is 
the responsibility of the individual government furnishing the personnel and 
equipment. The total contribution of the United States toward this support for 
the 5-year period ending June 30, 1957, is estimated at $28 million. 
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An increase in the United States contribution during fiscal year 1958 ($6.550 
million) over the average level of prior year contributions $5.3 million) is 
anticipated as a result of the assignment to SHAPE of the maintenance and 
operation of the early warning system of NATO. This assignment of responsi- 
bility is to assure that this vital communication network will remain firmly 
under the control and operation of the international military authorities. The 
operation and maintenance of this communication network is not included in 
the infrastructure programs. 

Each headquarters and agency budget is reviewed by the Supreme Command 
involved and submitted to the Standing Group for approval from the military 
viewpoint and to the Military Budget Committee for final analysis, appraisal 
and recommendation. The NATO Council, upon the recommendation of its 
Military Budget Committee, formally approves the budget estimates and author- 
izes the Secretary General to request funds from the member countries as re- 
quired by the commands and agencies in accordance with the effective cost- 
sharing formula. United States interest is expressed at each successive stage 
of the budget formulation, review analysis, and final approval. 

The accounts of each headquarters and agency are audited annually by audi- 
tors selected and appointed by the NATO Council from member countries. 

Other international organizations.—A permanent military planning staff was 
established on March 1, 1957, with headquarters in Bangkok. For fiseal year 1958, 
it is estimated that the United States share will total $50,000 for operation of 
the SEATO permanent military planning staff. In view of the fact that the 
United States is planning to become a member of the Baghdad Pact Military 
Committee, an additional $50,000 is provided for that purpose. 

The fiscal year 1958 fund request for all international military headquarters 
with comparative prior year costs as set forth in the following table is $6.550 
million. 


| Fiseal year | Fiseal year Fiscal year 
| 1956 195 1 
| 


7 





United States contributions to SHAPE-SACLANT and sub- 
ordinate commands and military agencies of NATO 

Ce Et . .. acnnedaarencpeteebambutinhieael 286, 444 

Other international military organization ._................... fownnawnnnasese 





| 


94737—57——29 
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DEPARTMENT OF DEFENSE 


Military assistance program—Comparative cost statement covering United States 
support of the International Military Headquarters and agencies of NATO 


{In thousands of dollars] 















































; Calendar year 1957 
Estimated support cost authorized personnel, 
all nationalities 
} 
Fiscal year | Fiscal year | Fiscal year} Civilian Military 
1956 1957 1958 
Allied Command Europe: 

BORE Tago cscs eae accddncaudenesehes 3, 513 5, 693 8, 565 337 836 

BNE 53 603 533528. Le Bicep 895 1, 796 1, 261 139 327 

Chi, a 4, 902 9, 695 7, 718 315 908 

ATA Fin anne -denenhs sade ecesoes 164 1, 680 2, 510 97 151 

CINE A eso ccc ce tebdcce Uta debtonk 2 45 48 2 16 

APOOGUC Hii 3. 2ciiesi. sass ip 2, 941 3, 429 3, 163 274 | 922 

RAs eons ee apecabeng ths Seeabelin 472 1,081 871 7 145 

Sth ATA ateut<eelsiensmemeiae 151 12 56 

LAND DSOUTHEAST and éth ATAF.| 1,317 3, 121 2, 213 185 334 

METER sic asi leas. 256 335 283 34 119 

Total, estimated operational cost - -- | 14, 462 26, 875 26, 783 1,473 3, 854 

Less miscellaneous credits. .......----- 328 5, 528 G,OIP Si). sck ssid. iweiigl 

Heb PM th seettisiersemarrttenrs 14,134] 21,347 | 23, 764 |---.-------- os 
Estimated United States share, 24.2 | ib * 
PONE ene casing opewosccnnnenswaees 3, 516 5, 166 | ee ses Skt 
Allied Command Atlantic: | Se er 

BACUANT ois Joss d ee encancseqense| 325 558 | 354 3 | 318 

WHRST LAN ..5804-~--.2..-. 5455--. | 25 19 | BO Urcesueuas 19 

EASTLANT. ponswccsoncoanel 110 62 | 41 6 | 44 

AIREASTLAND.....-.--.---------- 70 60 51 | 3 | il 

| a sania « aie = 
Total... —- ice awl 530 | 699 461 | 12 | 392 
Legs miscellaneous credits. ..--...----- 73 | 48 WO oe nt ee eR LEN? 
Bie ictiinjecbdideedoonee—bs a eaeegn’ 457 | 651 tel -| 
Estimated United States share--..-.-- “30s! —s«d58 |  teegy rs eee 
t —— = == —== | — — == = —= >| — = — 
Military agencies: | 
AGARD (Advisory Group Aero- 
nautical Research and Develop- | | 
ment) - oh iB okidel : 162 | 379 | 319 13 19 
ECSA (Europe: an Communications | | | 
Security Avency)........------------| 10 12 | 12 | 3 | 5 
ELLA (European Long Lines Agency) 24 | 28 26 | 4 16 
EMCCC (European Military Con- | 
munications and Coordinating Com- | 
MOMEENNC. 8 25 ns nanatnernencnee 21 22 | 24 | 4 11 
ERFA (European Radio Frequency | | 
MIND =. Jha chosd Lisddectestd dscns aes 77 78 | 82 | 19 | 1 
EUDAC (European Distribution and 
Accounting Agency) --_--- -| 35 22 | 16 | Se Ete 
MAS (Military Agency for Standard- | | 
satiny sc i202. 0 esshebs 189 | 162 150 | 50 | 20 
NDC (Nato Defense C ollege)_....-.--- 245 | 267 295 53 | 124 
songs bei! ag eases 763 | 970 | 924 151 210 
Less miscellaneous credits... -.-..--.-.|------.-----| 202 | $6 [4s isweses a 
Wet tn as Oe ee 763 | 768 839 |____. 

Estimated United States share -- - 8D) os) 190 186 | 203 . a4 ss 2 wi 
GT ND oo niinccnccnccmadecepomn seasoee= as 405 1 | : 16 
Estimated Unite States sha are PREM a > OTE Se, Fs 97 | 
Standing Group, total support borne by | | | | 

United States has 286 | 310 310 38 73 
Other internation al military azencies | | 
(United States share) __...--- | ‘ 100 | - 
Total estimated net cost_..__-- 15, 640 | 23, 076 oy. eee ass 
Estimated total United States share 4, 100 | 5, 820 OUP bassccese ----| rice Fe 
Less United States credits due to liquida- | 
tion of working fund__...........---- 716 | SOW nates css labiaeionamebes eee 
Net estimated cost to United States_- 3, 384 | 5, 300 | 6, 550 | 1, 675 4, 545 
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NATO INFRASTRUCTURE 


The NATO infastructure program is designed to provide facilities, for military 
forces assigned or earmarked for NATO commanders, which would otherwise be 
beyond the financial capabilities of the individual NATO member countries. 

Fiscal year 1950-57 program.—The United States has participated in the 
financing of international military construction under the North Atlantic Treaty 
Agreement since 1951. The programs, which are approved in annual slices by the 
North Atlantic Council, total approximately $1,969 million for slices II through 
VII. These international programs cover the major categories of airfields, com- 
munications facilities, fuel distribution and storage systems, naval bases, war 
headquarters and training installations which are well distributed in tactical 
locations throughout the member countries. Apportionment of projects in the 
total program is approximately as follows: 


Project 


SAEROIS,  GOMUIRICRESONG, an acnitinneeemerateremathnanaeenbeetniiniaeth . 

Pipelines and petroleum, oil, and lubricant storage__..__..__.__._._____ 14.5 
Walval” bawesoW is cebu Satis, Be eis ot pets a pial al 2S 11.5 
WHO TOC iain cesta ee i eee 2.5 
Training ' 1NStallAOOW aia cniiecictieGinntincatmncnithnendileiinitii lense patendie’ 2.0 


United States support of the program has been at the following agreed percent- 
ages, which are shown net of taxes inasmuch as the United States deducts host 
country taxes prior to making a contribution: 


Percent 
BO ances cecnteccieensec deen cn cee eile tices aceasta nicieap ls A 0 
I Case vticreecictinen ic wen assesses gniieiboasdeacapeees ccaaaaae naan aah tela clita 41. 82 
TIED Fei x:sx, xises son einsigiieninnute ss iicpcaaiesnenssenaaibaengeaatadlandldtagetewnaiedioasiccialladecanidialas ace asae 38. 40 
IO 2 WO eisai ts cept speoesstinncsnitegelalpiicea Se telsusdetagnetah aad acdc aloo 38. 79 
BUND Be WSs soc ww ects sachs owas ancora ca claicasagecpeaiagulanteeanabiniaeaaedadsine agence 38. 62 
I ince i ceipeistcenn cs nese permenant dpe ied muah oneal elie eae oe i 39. 89 
RU ca cattsrcismicisins csdssne Sap ind etinnetnendicntinsshctaoeetvegi erate caieaaallad cette tena i iaeiecagce 39. 81 
VR nia i ce eeicigi enh er sesonssennndbetinnsapelgessadelasniaianadciscapatbgamea ace ipeaaineias 39. 72 


Congress has authorized, through fiscal year 1957, United States infrastructure 
contributions to a total of $780 million. The progress of the program is illustrated 
by the following: 

1. Airfields: Of 223 airfields programed for common financing through slice 
VII, 83 were substantially complete as of September 30, 1956, and 61 others were 
usable in an emergency. It is estimated that many of the latter are now com- 
plete and an additional 16 usable in an emergency. 

2. Communications: 392 projects have been programed and 233 were completed 
at the end of 1956; 78 additional projects are expected to be completed in 1957. 

8. Petroleum, oil, and lubricant storage and distribution: The program totals 
over 5,000 miles of pipelines and 600 million gallons of storage. At the end of 
1956 2,900 miles of pipelines and 240 million gallons of storage were completed. 
Many of the pipelines now contain fuel and fuel has been placed in some of the 
storage in the North Central and Southern European areas. A major portion of 
the total system will be in operation by the end of 1957. 

Proposed fiscal year 1958 program.—In August 1956 the North Atlantic Council 
agreed to the programing of additional infrastructure over the next 4 years at a 
cost not to exceed $630 million. All nations, including the United States, agreed— 
subject to legislative action. A new cost-sharing agreement resulting from the 
participation of Germany has been completed which reduced the United States 
contribution to approximately 34.7 percent net of taxes. The 1957 slice VIII pro- 
gram of the new agreement is now being processed. This new 4-year program 
will be directed primarily at facilities necessary to survive an initial atomic 
attack and the first phases of an atomic war. Such urgent requirements as an 
early warning system, a forward scatter command communications system, and 
dispersal of airfields are contained in the first increment of the new 4-year pro- 
gram. 

Additional infrastructure authorization required—In view of the actions 
taken by the North Atlantic Council, it would be in the United States interest 
and it would advance defensive efforts of NATO, if the Congress inereased by 

220 million the current authorization to contribute to the support of United 
States participation in the international agreement, making the total United 
States authorization $1 billion. This increase is requested. 
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Fiscal status.—The status of United States obligations and United States ex- 
penditures is as follows: 
{In millions of dollars] 


; 
| Cumula- | Estimated | Cumula- | Estimated | Oumula- 
tive fiscal year tive fiscal year tive 
|June 30,1956 1957 June 30,1957 1958 Juhe 30,1958 








United States obligations, total...... 558. 8 75.0 633. 8 109, 4 743. 2 
Military assistance. ..._....-.-.-..--2-.. 418.8 75.0 493. 8 109. 4 603. 2 
Other as:~66)-bpiashia34ib-.iess «eam MOB Lis uiinten GRAt. isan-ass0! 140.0 

United States expenditures, total. ._- 358. 9 86.6 | 445.5 103.0 548. 5 
III. i ccrtuiniiieaeaeatsnasiameiilaclatad 281.4 75.0 356. 4 90.0 446.4 
ead 77.5 11.6 89. 1 13.0 102.1 





= 


— 1.—This table includes $51,000,000 used for military public works not within the ceiling of $780 
million. 

NOTE 2.—This item ‘“‘Other’’ refers to $140,000,000 appropriated under DOD military functions, and 
is applicable to the current authorized ceiling of $780,000,000. 
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PACKING, CRATING, HANDLING AND TRANSPORTATION COSTS 


Fund requirements for packing, crating, handling and transportation (com- 
monly known as PCH & T or accessorial costs) cover operating expenses in- 
curred in preparation and delivery of military equipment and supplies to recip- 
ient countries under the military assistance program. Transportation refers to 
costs of moving materiel from point of origin to the recipient country. Other 
operating expenses include: 

1. Field procurement and inspection ; 

2. Receiving, warehousing, and related station operation and maintenance 
costs ; and 

3. Supply and services connected with delivery of ships and aircraft, from 
point of outfitting or completion, to destination. 

The estimate of 1958 fund requirements for PCH & T is $131.4 million. This 
compares with actual obligations of $132.8 million in fiscal year 1956, and a 
current estimate of $124.5 million to be obligated during fiscal year 1957. A 
summary of accessorial costs during the three-year period is as follows: 


{Dollars in thousands] 


Fiscal year | Fiscal year | Fiscal year 














1956 1957 | 1958 
PCE A Mabiveiiy Dred 8.5 oh noes co senvcenwscscn}ocncnbeae | $2,086,700 | $1,912,500 $1, 824, 600 
Accessorial obligations, total.......-..----.-------s----++ _e-|  182,800|  124,500| ‘131,400 
i th de | can ott wa dks ead andg hap ae 61,500 | 55,600 | 51, 400 
Ra nititvncsteoinanscndsemencinn Amannadienes 71, 300 58, 900 | 80, 000 
Ratio, total accessorial obligations to delivery base._...-.....- — = 6 4 io 6. 5 ite 72 





1 Delivery base used in PCH & T calculation excludes OSP deliveries upon which no PCH & T is paid 


At the present time, the subject of accessorial cost factors (factors or rates 
used by the military departments in computing handling and transportation costs) 
is under review for the purpose of increasing standardization and simplifying 
cost accounting. It is expected that cost factors and rates will be established 
for application on a uniform basis, It is not expected that revised cost factors 
will affect appreciably, upward or downward, the total accessorial fund require- 
ments for 1958. Rates will be reviewed annually and adjusted as required. 
The increased shipments being made to the Far East account for the increase in 
the ratio of accessorial obligations to delivery base for fiscal year 1958. 
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DEPARTMENT OF DEFENSE 


Military assistance, accessorial cost estimates—relation of deliveries to accessorial 
costs by fiscal year and service 


{Dollars in millions] 



































| Total | Army | Navy Air Force 
Fiscal year 1956: 
PLE Aare GET TONED? a,c anconconnubha~nemanntete $2, 086. 7 $773. 2 $164. 5 $1, 149.0 
Accessorial obligations, total. .......-.....-1......- 132.8 56.2 7.9 68.7 
dios cient aie nintes iinamn easter aeeittaeintedeiaee eee 61.5 17.1 5.4 39.0 
"Treneporusenoel22. oo 2 shb PIAL Ro 71.3 39.1 2.5 29.7 
Ratio, total accessorial obligations to delivery base. 6.4 7.3 4.8 6.0 
Fiscal year 1957: petit " 
PCH & T delivery base !_.. 2.222. .2.5-2.-224-.2.-- j 1, 912.5 905. 0 208. 1 799.4 
Accessorial obligations, total..............--------- 124. 5 69.6 8.8 46. 1 
PCH..... Shia: sy mapacee ick: dateeetinlegs ips mgeeeel 55. 6 20.5 5.4 29.7 
TINIE 6 cusies th nndtectieaddemn naan 68.9 49.1 3.4 16.4 
Ratio, total accessorial obligations to delivery base- 4 6.5 7.7 Pg, 4.2 5.8 
Fiscal year 1958: hee P 
PCH & T delivery base 1... 2.22.22. 2 bee 1, 824. 6 905.0 176.1 743.5 
Accessorial obligations, total. ..............----.... 131.4 66.0 8.7 56.7 
PCH..... ob Sdndd Jest abealeti Léudlneadeadsud 51.4 20.8 4.6 26.0 
Transportation... [.6s0. ad. sec. -Lsvetens- S555 80.0 45. 2 4.1 30.7 
Ratio, total accessorial obligations to delivery base.| 7.2. 23 | 4.9 7.6 





1 Delivery base used in PCH & T calculation excludes OSP deliveries upon which no PCH & T is paid; 


MILITARY ASSISTANCE ADMINISTRATIVE EXPENSE 


The administrative costs of the military assistance program are borne by 
the military department appropriations and the mutual security appropriation 
with, in some instances, services and facilites furnished in kind by the recipient 
countries. 

The military departments from their appropriations, carry a large share of 
the total administrative and operational costs necessary to carry out the mili- 
tary assistance program through funding expenses of the following types: 

(1) Pay and statutory allowances of military personnel in the field and in 
Washington. 

(2) Medical expenses, including facilities, of military personnel and their 
dependents. 

(3) Approximately one-half of the travel expense incident to the change 
of station of military personnel. 

(4) Operation and maintenance of facilities for personnel and for recrea- 
tion. 

Mutual security funds are used only to pay those costs related to the addi- 
tional administrative and operational support requirements which are not met 
by the military departments. Such requirements, for military assistance advi- 
sory groups (MAAG’s) and other overseas agencies, as well as for departmental 
operations, must be clearly additional to the normal service programs in order 
to be eligible for funding from the mutual security appropriation. 
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Costs funded from the Mutual Security appropriation include, in Washing- 
ton, those expenses in the Office of the Secretary of Defense and in the mili- 
tary departments which are related to administrative activities concerned ex- 
clusively with the military assistance program. In the field within the United 
States only the Air Materiel Command and the Air Training Command of the 
United States Air Force receive mutual security funds for administrative ex- 
penses related to the military assistance program. 

Overseas there are currently 5 regional groups and 34 MAAG’s supported by 
mutual security funds. The regional groups are the Office of Defense Affairs 
ef the United States Mission to NATO and European Regional Organizations 
(USRO) in Paris, and the military assistance elements of the Unified Commands 
(CINCEUR, CINCPAC, CINCFE, and CINCARIB). 

In many countries the United States embassies furnish a large part of the 
administrative support for the MAAG’s and other military assistance activities, 
thus avoiding duplication of functions. The Department of State is reimbured 
from mutual security funds for this support. 

The estimated requirements for fiscal year 1958 mutual security funds for the 
administration of the military assistance program total $25.5 million. 

The fiscal year 1958 estimate for administrative expenses is for the support of 
the requirements of departmental and field activities in the United States, 5 
regional groups, and 36 MAAG’s overseas, a planned increase of two MAAG’s. 
The differences in the fiscal year 1958 estimate compared to the previous year can 
be attributed to: 

1. Departmental. Increases in average salary, in emphasis on field inspection 
and review to provide more detailed supervision and control of the program, and 
the new requirement that each department provide the retirement contribution 
of 6% percent of base salary (civilian) previously provided by separate appro- 
priation by the Congress. Offset against these are the savings to result from the 
reduction in departmental personnel (12 percent by the end of fiscal year 1958) 
ordered by the Secretary of Defense. There is a net increase in requirements. 
Costs of support furnished by State and ICA also increase as a result of the 
614 percent retirement contribution and increased services. 

2. Overseas. The estimate for fiscal year 1958 includes funds for 2 new 
MAAG’s, and increases due to permanent change of station movements and the 
6% percent for retirement contribution on salaries of United States civilians. 

Included also in the fiscal year 1958 estimate for overseas MAAG’s are funds 
for replacement of motor vehicles which have heretofore been provided from 
service appropriations. These expenses have not been chargeable to MAP ad- 
ministrative expenses in the past. Legislation will be necessary to permit pro- 
curement of passenger-carrying vehicles in fiscal year 1958. 

Total overseas requirements, within the $25.5 million allowance, remain ap- 
proximately the same as in fiscal year 1957. 

A 3-year summary of the administrative expenses of the military assistance 
program is as follows (in thousands of United States dollars) : 





Fiscal year Fiscal year Fiseal year 
) 








1957 1958 
Departmental and field... ......- 2-222. eee $6, 430 $7, 018 $7, 385 
verseas__ sebnaa 9, ORR 11, 40 12, 815 
State and ICA support---___- Se a iad : 4, 621 4, 442 5, 300 
| ae Pees eee 6p644inatibosisensen~ i ees 1 21,039 23, 000 25, 500 


1 Represents actual obligations against administrative expense fund ceiling; excludes any deobligations of 
prior-year funds. 
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FiscaL YEAR 1958 Mutruat Securtry ProgramM—Titte I, Cuapter I, MILiTrary 
ASSISTANCE, DEPARTMENT OF DEFENSE ADMINISTRATIVE EXPENSES 


GENERAL STATEMENT 


The costs of administering and operating the military assistance program 
are met from Military Department appropriations and the mutual security ap- 
propriation, with the addition of services and facilities (assistance-in-kind) 
furnished by some recipient countries. 

The military departments bear a large share of the total costs through 
furnishing required military personnel, equipment, and facilities to carry out the 
military assistance program. Typical expenses funded from the Military De- 
partment appropriations are (1) pay and statutory allowances of military 
personnel in the field and in Washington, (2) medical expenses, including facili- 
ties, of military personnel and their dependents, (3) approximately half the 
costs of the travel expenses incident to the change of station of military per- 
sonnel, and (4) operation and maintenance of facilities for personnel and for 
recreation. 

Mutual security funds are used to pay for those additional administrative and 
operational requirements which are not met by the equipment and facilities 
furnished by the military departments. Such requirements generated by the 
military assistance advisory groups (MAAG’s) and other overseas activities, 
as well as departmental operations, must be clearly identified as additional to 
normal service programs in order to qualify for mutual security funds. The costs 
of administrative activities concerned exclusively with the military assistance 
program in the Office of the Secretary of Defense and in the military depart- 
ments, including United States field organizations (Air Materiel Command and 
Air Training Command), qualify for mutual security funding as do the costs 
related to the support of the MAAG’s and the five regional groups overseas. The 
regional groups are the Office of Defense Affairs of the United States Mission to 
NATO and European Regional Organizations (USRO), and the military as- 
sistance elements of the unified commands, CINCEUR, CINCPAC, CINCFHE and 
CINCARIB. 

The administrative support furnished the MAAG’s is supplied in large part 
in many countries by the United States embassies, thus avoiding duplication 
of support functions. The Department of State is reimbursed from mutual 
security funds for the support rendered. 

The Bureau of the Budget has established the allowance for administrative 
expenses for fiscal year 1958 at $23,500,000. Fiscal year 1958 requirements pre- 
sented here have been adjusted down to this allowance. Major differences be- 
tween the budget for fiscal year 1958 and previous years include (1) the re- 
quirement that each department provide the retirement contribution of 6% 
percent of the base salary (civilian) previously provided by separate appropria- 
tion by the Congress, and (2) the inclusion of estimates of requirements for 
motor vehicles for the use of MAAG personnel. These expenses have not been 
chargeable to MAP administrative expenses in the past. Necessary legislation 
to permit the procurement of passenger-carrying vehicles with MAP funds is 
being requested. Other factors influencing the estimate for fiscal year 1958 are 
increases in average salary, an increase in the estimated requirements for 
establishment of projected new MAAG’s, and the requirement for regular pay in 
excess of the 52-week base. 
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MAP administrative expenses 
[In thousands of dollars] 


Fiscal year | Fiscal year | Fiscal year 
1956 (actual) 1957 (esti- 1958 | (esti- 























mated) mated) 
Departmental and field (United States), (includes USRO).--. $6, 430 $7,018 $7, 402 
Overseas: 
REO Monogr nn ont neon eee Sener e ne ee ele teed 447 597 580 
Belgium ~-_--- SS ee an. es 378 429 432 
TOURTRINUEA A, os his conan 9-5 einsinh<4emcceeaten~d-seesert) 208 278 258 
Ps iiiad- «seins indian ams cde Utitntnen neeiinmimaitnandel 702 759 767 
ep hee Ge lee es BE a A 97 398 ic 
PREG outlet 524 | 519 520 
Netherlands. -........--...--.. } bmenisisthsedidbede-aa cs 232 290 200 
tient da niet lieeaiinnm oat ental cemacietialmea 322 312 314 
cee | ee ee Ee OE A Te 218 252 255 
Opete es aso. ok La od ee 301 325 330 
United Kingdom_.--......--- " 210 221 116 
I 205 | 214 215 
Subtotal, Europe. .__.... ohh Pade A ae ee Te 3, 843 4, 594 4. 484 
Rs ccnietinteacintenene miasiniel i eel Ria cel hw cecil 37 59 60 
PU cht. Wcebodbuiankteaet Sead eame edd dapk eae tt a 775 859 863 
ON deeb cectll, Sths. bebe i piu sbdblelecdli 291 298 300 
SE a eek ere eer bike b WAS d Sheba 4éb bo ShddlbbhdeuGite 39 103 182 
I Ei ala oil 229 330 332 
eS bakin ot atcaseasee hha pe dai onbe ss 944 926 932 
Subtotal, Middle Hastic. i. i. es eb dock skp cccdiwaksn 2,315 2, 575 2, 669 
REPEAL, chtde, scckdntes Shih Siete s--—d sebivendnietape apleaoah at 88 153 154 
UR ir ben dL edd ewes ben ada bt bn gbadiodvaetabies 4 4 
IEG Lin iven daddbb wn abiibood.d <sdddbtndeceidhibivted 239 351 351 
NE St nn pn dbgakasee<ckeUGheros <n aahiee 707 668 674 
a a ace ee en Poh die ine ea a 99 110 
Philippines Leite bs 395 | 457 460 
Taiwan__.......-- ce tee tenes ate on fo an 7 1, 404 | 1, 454 1, 250 
Db S a da ah Eeeettn ash cmdddenobeoas hilprm Sieh ieee 346 | 479 505 
Fe titeerrarcietrosie sal dieesttadon Agmaitenar age ten 537 | 455 | 455 
Subtotal, Far East and Pacifie..............-.....-..-.- 3, 716 4, 120 | 3. 963 
NT i hed ce rashlascdinicecnis 19 | 62 62 
Ra ee ee ke sek psateete addin nas 19 | 15 4 
See cies eS. iy US. CEL 10 | 4 5 
Cuba. ho... apesntbal cebinanebhiddl eden’ 1 | 1} l 
Dominican Republic_.-- ia 6A n= 9 tela aeenl 42 | 31 | 31 
SI a dis Sn eams inne es putusedentienasckpeniivsaneun~ahie | 3 | 2 | 2 
Guatemala _______- just ee ks TANT ee (2) | 6 | 6 
Honduras “ 5 |} 3 | 3 
Nicaragua tea itatnie teenth 1 | 2 | 2 
ry eA STE el Saas & 4 1 
Ce OSL E08 i ee, fo ORS A 6 | 12 12 
Subtotal, Western Hemisphere--.........-.-.-.-...-... | 114 142 | 129 
New MAAG?’s. 22.2204) 2st le L gitloraglin 1 wiods | 108 | 135 
AR inn dnihtatitidtnsansbbactilotnpinivenssh -| 9, 988 | | , 540 | 11, 380 
Overseas and departmental ee. Seana nleesasnee 16, 418 | 18, 558 | 18, 782 
State support oT SaaS pinches <6 ies tata iee te | 4, 365 3, 973 | 4, 100 
Ta ic ene eat ee ie 256 | 469 618 
i | 
iit cc ssleaicen cnacaceniecanee eabiea | 8.21, 039 | 23, 000 | “3, 500 


1 Adjusted to $23.5 million ceiling established by BOB. 
2 Less than $500. 
8’ Represents actual obligations against the administrative fund ceiling; excludes any deobligations of 


prior-year funds. 
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DEPARTMENT OF DEFENSE 


Military assistance program administrative expense average personnel strengths } 


| 
Fiscal year 1956 (actual) Fiscal year 1957 Fiscal year 1958 
(estimated) (estimated) 


i i | ee | 


United United 
Mili- | States | Locals 2} Mili- | States | Locals?) Mili- 
tary civil- tary ceivil- tary 
ians ians 


Departmental and field 
(United States): 
Departmental: 
Army...-- 
Navy 
Air Force 
OSD (including 


Field, United States 
(Air Force) 


150 | 1,046 |-...-... 





OCINCEUR....._...--- 
Belgium. 

Denmark 

COUN, Gyatsn chooks 
Italy 
Netherlands. ._...__-- 
Norway ---- - 
Portugal 

Spain Sethian 
United Kingdom. .-__.. 
Yugoslavia 


Subtotal, Europe 


Ethiopia 
Greece __-._- 
re 
Iraq... 
Pakistan i : | a oe 
Turkey : g 124 | 











Subtotal, Middle East 543 | 124; 501 
eC oem ese ee aS aeatelinaadiicsiniglioal Mt letme 
RUNES Oikos ct-omantegarsalcst soc neers ae rosie se 
Cambodia 

Japan... 

Sean ote ee eens 
Philippines-_-_.........-- 
ees o0s~ =} sewn nae) 
Se ONIN oF Sci ccameietimstcive 
Vietnam 


Subtotal, Far East | 
and Pacific......... 


©INCARIB (including | 
Colombia, Cuba, Ec- | 
uador, Guatemala, | 
Honduras, Nicaragua, 
Peru, Uruguay) -.--.- 

Chile-. as 

Dominican Republic....| 























Subtotal, Western | 
Hemisphere--_- | 
New MAAG’s 








Total overseas.......- 


Total overseas and | 
departmental __- 











2, 245 | 1, 330 | 344 


1 Based on budget submissions received in March 1957, except strengths overseas for fiscal year 1958 which 
are based on reported strengths as of Mar. 31, 1957 (RCS DD-ISA (TW)8719). 
41 Excludes State support direct hire. 
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DEPARTMENT OF DEFENSE 


Comparative summary of direct obligations by object class— Administrative expenses, 
military assistance program 


TOTAL DEPARTMENTAL AND OVERSEAS 





Actual, 1956 Estimate, 1957 Estimate, 1958 





MILITARY PERSONNEL 










Total number of permanent positions. -__.... ere 
Average number of permanent personnel___. : 306 
es a en a = ene ek Lec aheslinansoccea}anmmmiivalatesunacatn 
Average number of military personnel. --__- 2, 306 
a above basic rates, ery eat 

UNS sits kha 











Station allowances_______- sisal oi tel aoa aa ae 
Total, military personnel ree eoant 2, 306 
CIVILIAN PERSONNEL 
Permanent positions____._..._.- ----------| 1,333 1 6/922, 235 7, 361, 552 
Deduct lapse. ---__- ah ads dene are 98 574, 817 374, 638 
Net permanent personnel__-__._____--_- 1,234 | 6,347,418 6, 986, 914 6, 952, 075 
Average rmanent local personnel not 
inclu: above.....__- 328 258, 600 492, 857 326, 088 
Average part time and temporary personnel _ 3 31, 049 31, 572 
Average employment all civilian personnel__| 1,565 |_.......--..| 1,684 |-....--.-...] 1,482 |_.--..---. 
Payment to other agencies for reimburse- 
ne NN 12 be neh Fos Re ot Pes eenis tat aoe 
Regular pay in excess of 52week base._______|_ 22, 254 48, 354 
Payment above basic rates, civilian per- | 
sonnel: 
I Somer nn 8 a Be 252, 049 323, 506 
Overtime and holiday pay._..__.--.._.-|----_-- 185, 135 ; “= 231, 052 
nT aE. Os coe eGcas abbaccaees fonacoub aupien UD hich 1, 098 
Total, civilian personnel__-_...........|_.._---- 7, CGR O08 | nccccce)] &OOR 168 I. cas 7, 913, 745 
DIRECT OBLIGATIONS 
OE IR hoo ern ee one 9, 552, §38 |........| 10, 583,209 |........ 10, 304, 750 
Oe et ema inadees 3, 752,305 |........| 4 373,314 |........ 4, 260,014 
03 Transportation of things_..............-|-..----- 1, 789, 166 2, 109, 883 |........ 1, 985, 569 
04 Communications services. _.............|_.------ 78, 351 96, 092 |...-....- 105, 458 
05 Rents and utilities services..............}......-- ME Recladeent, Dey OU Isnepdane 48, 240 
06 Printing and reproduction ___-......._._|..-.---- 80, 513 FE Eee boccbn aed 75, 120 
07 Other contractual services. mane medoaees 313, 525 549, 463 |....-.-.. 271,619 
ba Services performed by other agencies.|__.____- 4, 620, 848 |........| 4,441,700 |........ 4, 718, 000 
08 Supplies and materials__..-.............|..------ GED loceeaee| «GET EOE lawn canes 534, 579 
OO i te eh ahancccabaisancumts 256, 048 SETS lecnimiacs 728, 714 
11 Grants, subsidies and contributions...._|_.......|.--..-.-...-|.----.--| 3, 874 |-------- 447, 426 
re I 
13 Refunds, awards, indemnities...........|....---- Ee lckdeeeek. OTe leaden 7, 060 
15 Taxes and assessments.._..............-]..------ ee Lickantol. “UU leccanens 4, 451 
Total direct obligations. --............|..---.-- 21, 038, 817 |........| 23, 000,000 |.......- 23, 500, 000 








DEPARTMENTAL AND UNITED STATES FIELD, MILITARY ASSISTANCE PROGRAM 
(INCLUDES USRO) 


MHEATARY PERSONNEL 


Total number of permanent positions.......] 148 |..-.....--.- 
Average number of permanent personnel-_- 
Average number of temporary duty--.. 
Average number of military personnel. ____- 
oe above basic rates, military person- 

a 
Station allowances .__- 
Total, military personnel 
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DEPARTMENT OF DEFENSE—Continued 
Comparative summary of direct obligations by object class— Administrative expenses, 
military assistance program—Continued 


DEPARTMENTAL AND UNITED STATES FIELD, MILITARY ASSISTANCE PROGRAM 
(INCLUDES USRO)—Continued 








CIVILIAN PERSONNEL 


Permanent positions. ....................-.. 
RO Rs 65555258 Se 











Net permanent personnel___.........- 


Average permanent locai personnel not in- 
eluded ahove 






















Average part-time and temporary personnel.| as 30,624; 3} COO} 31, 000 
Average employment, all civilian personnel - et 8 TE atest 
Payment to other agencies for reimburse- 
RUE GPO ind ccccccccccccins mravwes sed ihanccndiccdennlaasneae si hne na pnveepeeiaginnaenitiolts omnes 
Regular pay in excess of 52-week base... ...|......-.. 21, 146 22, 
Payment above basic rates, civilian person- 
RUNG 5 NUE ES... ci enewrece assess 8, 8 4... ccast (GR 84, 500 
Overtime and holiday pay-.........-...|..------ 166, 367 |...-....| 208,601 }......-- 206, 787 
Total, civilian personnel -_............- 990 | 5,659, 352 1, 024 | 6,211, 850 
DIRECT OBLIGATIONS =! 
Gi Papenel cor vieneiti Gis. 4... SES 5, 696, 998 |.......- .| 6, 244, 950 
DS I a ec ES ann peeneewnien cst iieap epas A pee 525, 814 
03 Transportation of things. -..............|----.--- DE ascccea 2” SR Repemenen 11, 000 
04 Communications services--.............}.-.----- Ps) ee Mg et 64, 700 i 
GD. BRS NS CC in cen Shab ew ce nineecssndtssecnans eokeeneeieeee anaes eee ii 
06 Printing and reproduction-_-...........|_.-.---- Mee + ..~---5.}*~ OF, Cae laneeacee 69, 000 i 
07 Other contractual services... -............|..-.-..-- Paes -T.cceenl | GE Benenden 44, 006 ii 
Services / power Ry CUNT CRONIN oo ja ha eecnti sin dns es loo bana oenliesiee sealed eaeenane { 
08 Supplies and materials..................|.-....-- SRDS tacceset | ~~ ee Peete 30, 000 ia 
me eee Ss ee ee em ee 12, 000 ’ 
11 Grants, enbsidies tnd contributions......}....0..-).--20ces sf ees i] 
GOINGS CUEING... cores csc feiepescddnewensedskediessegah tena eanaaann 389, 806 A 
13 Refunds, awards, indemnities_..........|.......- Re eacccesl eee 7, 060 ; 
315. Taxes and asseegsiients...................}.......- QE oaccnguuet’ (-~ GGG Pasompane 3, 936 1 
Total direct obligations. -_.............|.....-.- 6, 429, 866 |........| 7,018,283 |....._.. 7, 402, 272 { 
OVERSEAS MILITARY ASSISTANCE PROGRAM 
MILITARY PERSONNEL ; 1 
Total number of permanent positions--_.__. SIG Bic srettsl x RMD Sctceted Lt WH isc c i 
Average number of permanent personnel_...| 2,166 |..........- TEE Wsiscconsesos tO 3 
Average number of temporary duty .......]........]....-----.--]__- en i 
Average number of military personnel - ---_- |) ee EP tkcnstancnes SGI Evikcansiesne i 
a above basic rates, military person- : 
cca ox apetimnnenbtne aetaronnipatigtremns indie Rashes bapitiad diatarincimy ine abides hdr dan tinal 5 
i eR i ienccicccdaevcdsuecsavetearsaans $2, 418, 387 |_..- $2, 446, 136 |........ $2, 357, 905 5 
Total, military personnel. -.................- 4G eee ee | Se i 
| 
; 
if 
ef 
a 
) 


eh ANA NE 
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DEPARTMENT OF DEFENSE—Continued 


Comparative summary of direct obligations by object class— Administrative expenses, 
military assistance program—Continued 


OVERSEAS MILITARY ASSISTANCE PROGRAM —Continued 








' CIVILIAN INSURANCE 
| 











Actual, 1956 Estimate, 1957 Estimate, 1958 


Num- 
ber Amount ber 













Amount 

















Permanent positioms.......................- 256 $995, 936 268 | $1, 180, 551 
Dodsset Janet. <b css ice nL sss =. ce 9 31, 610 8 41, 475 
Net permanent personnel............- |. 247 964, 326 260 1, 139, 076 
Average permanent local personnel not in- 
ee bana cinnos eck wacnacadecad 328 258, 600 328 492, 857 
Average part-time and temporary personnel.|_____-_- 5 eee 546 
Average employment all civilian personnel__ B10 1S ncnnedabisi WB fescue tus 
Payment to other agencies for reimburse- 
SNS TI oe Docc eo ee nab sce tc coduaccfenocsdcu}e~-cesc4.egnsel- bob suiocunse 
Regular pay in excess of 52-week base_____._|.-.-..-- ane i aia ae 
Fens above basic rates, civilian person- 
nel: 
dh ot, ees | 192,026 j........ 245, 052 
Overtime and holiday pay_..-..__.___.. geo 19, 768 i 23, 693 
Night work differential. --_.........-__-. a ict lait le oii | 800 
Total, civilian personnel..........-... mrs 1, 437,153 |........ 1, 902, 024 | 
DIRECT OBLIGATIONS | 
| 
OF, Pee BIE Visi ti nin nn cen nn ee Ss Hou 3, 855, 540 |_....... 4, 348, 160 
hb Un <n ann atalibhabhh~nnoncncense--Giigtewsss| NUE Innecenne 3, 818, 741 
03 Transportation of thimgs.-.-............|-.-----.- Jot Iannnnene , 093, 583 
04 Communications services --__- ~----+2-|--------| 21, 204 |--------| 36, 392 |- 
05 Rents and utility services...............|--.-----] 33, 979 -| 27, 589 
06 Printing and reproduction --............j------.- I eniiarrureans 4, 138 
07 . Other contractual services. ____...-....]--.---.- 242,214 |_.._.__- 485, 471 | 
Services performed by other agencies_|........| 4,620,848 |_......- 
08. Supplies and materials..................]-.--..-- 
i =e Re ee ee ee 
11 Grants, subsidies, and contributions. - |__ -- --- 
Retirement contribution.---.-.......]...-..--|---- 
13. Refunds, awards, indemnities...........|__...---| 
15 Taxes and assessments._.............-..|_-.--.-- 


Total, direct obligations..............|_......_| 14, 608, 951 i ea 
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DEPARTMENT OF DEFENSE 


Military assistance program—Allowances paid overseas personnel from adminis- 
trative expenses ! 











Repre- Special overseas allowances 
sentation (station allowances) 
Country allowances Total 
(through 
D/State) 
Ee Sin aie es sus nl insta doe eh licen sole shoes cae $104, 400 
CINCEUR (USEUCOM)..........-......... $7, 000 242, 380 
IDA so sass ditnsicdidi eh enintoah datnaindsdtiaaisanineitoned 7, 000 188, 917 
SE cdc ho cuboukdidioksDetnmiataeeatan 5, 000 95, 150 
er decs oo enccaliscanndecskiononamsnaoae 7, 000 285, 183 
I 6.6 o chai eicschkhonke eae 7, 000 15, 060 
BOURY 5 222 bcc cnc cn abe dncl cole 7, 000 208, 450 
ee | ee | ee 5, 000 74, 876 
PROTOS oh cen enc sdtntinncadb ibdteccsase 5, 000 118, 888 
Portege «252020 25k Se Wued cen 5, 000 65, 880 
I ai iin wdbuenipceeeisina Milena 7, 000 119, 855 
RN ook dccct cinco digs wacncecniba 4, 000 71, 600 
WN ON.4..Ul. . nw phannhobvs Selbetockebaas 4, 000 87, 000 
SEC icutthento A nagiouksgcenonaad 1, 650 19, 654 
GPO oc sdedscacckbincubtkhsteowssuckoss 3 16, 700 260, 214 
Phe Bk ib onan tanec die iis pieineel 5, 000 157, 082 
Iraq... Z Susee 3, 500 21, 850 
Wane te ie dbs se ane 4, 000 60, 030 
NITE 6.nctdignnaiihe sini cuas ie daieted 7, 000 134, 200 
GINOPEG se... wei Rh eu be SRL weak ib. [lab oleateotseJete seb ensamebewe 
CINCFE..--. nasal cas bah ph ewtapa da tiibocessas4saes hoonsareedt eet pee ianas 
Cambodia.... 1, 600 Gh BOD beccccwsecasays 63, 140 
Sea 5 ss bit i %, Gopi iciesteebee 8, 250 15, 250 
Korea, ime 7p QU Poa annno dense 17, 834 24, 834 
Philippines _ - 5, 000 | 40, 636 4,415 50, 051 
DORI nn cnnence dine pile Kesiececl 7, 000 157, 630 |........ 164, 630 
SE nsaci one Rialedies acne ae ied naicianiae tel 4 8, 500 4139, 755 | 2, 160 150, 415 
Vietnam. ..__-. stelle ealhiemek tebenkenind 12, 800 OF5186: hin ccdsointnds 79, 985 
CINCARIB_..--.. a 
Chile_.__- buwece 
ia atcniccba dae dveabstndunbaieemia santapuees : 
ee yt ace Ps Rial ince oae § 400 }.....-- | asihesnankanaeee 400 
Dominican Republic_-_-.--- Renda SD latadatensacoll 800 18) O08: |ocsenscaesies’s 18, 801 
Ecuador - - ..-..- pdacnnqensacnue todd maatrnaiaihrarseiae Sa eainienincie anna let ied ante 
SN hE ss aioe tes ews ain lonnnennca§ecdalsdse uuu bees Leee elaine 
I eS i ics stsss cigs titeein hentia ie eee Octane ace aL 1 5 in cates gtinaiite Ralditian Deshi 
PON oon cng ct adcbanta: oo isa-ncnc i bebananansele wane peasafenedeulue alate Jeeaelube eek 
es. £ Bt 0 20s. I, 515 o, nick glciegravadomenahiomiiiniinsie aan Bc ccnnmsaspane ciepesdnatacs cee eae as 
I 5 cttbecdianchings ate <gnenesedaeasaneael | sancenes-don-~[Gnansnlcdunbns yasdeated bos’ 
NOW DIE Be « hiiddncpe Suc dae ddenkinus cues bcdwebicalenee SRiGEO beuiccn its... 53, 000 
UE, Si Pd LL, 157,950 | 2, 481, 136 | 314,452 | © 2, 958, 538 
| 











1 Estimates of amounts in fiscal year 1957. Fiscal year 1958 amounts estimated to be approximately the 
same. 


2In addition to statutory allowances for military personnel which are paid from military department 
appropriations. 


3 Includes $9,700 for American Mission for Aid to Greece. 


4 Includes $1,500 representation allowance and $7,825 special overseas allowances for United States ele- 
ment of SEATO Permanent Military Planning Staff. 


5 Ore-half year, MAAG phased out with operations assumed by military mission. 
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DEPARTMENT OF DEFENSE 


Military assistance program—Ezxamples of special overseas allowances for civilian 
personnel 





Italy (Rome) Japan (Tokyo) Tran (Teheran) 


With Without With Without With Without 
depend- depend- depend- depend- depend- depend- 

















ents ents ents ents ents ents 
Differential............. percent_. 0 0 0 0 15 15 
QUARTERS ALLOWANCE 

Grade: 
See 9606 18 5.cc. cc. -----5 az $3, 500 | $2, 800 $3,000 | $2, 400 $3, 000 $2, 000 
fe 80 te 8Bsis 2... -s-bbs 2, 800 2, 100 2, 800 2, 100 2, 400 1, 500 
Sy Toe e165. t..ne Be 2, 100 1, 400 2, 100 1, 400 1, 800 1, 200 
Gee 2 Op Gol ie gs 1, 600 1, 200 1, 400 1, 050 1, 200 900 

POST ALLOWANCE 

Salary range: 
$13,000 and over_...__........ 740 555 0 0 0 0 
$11,000 to $12,999... neon 720 540 0 0 0 0 
$10,000 to $10,999___......___. 690 520 0 0 0 0 
90,500 to $0,900. ..........-... 660 500 0 0 0 0 
$9,000 to $9,499. ....-_._..___. 640 480 0 0 0 0 
tas 620 465 0 0 0 0 
$8,000 to $8,499...........___. 600 450 0 0 0 0 
$7,500 to $7,999___._.._.....__.. 570 435 0 0 0 0 
$7,000 to $7,499... ........__.- 540 420 0 0 | 0 0 
$6,590 to $6,999_____ a 510 400 0 0 | 0 0 
$6,000 to $6,499... 480 380 0 | 0 | 0 0 
$5,500 to $5,900. _............. 450 360 0 0 0 0 
$5,000 to $5,499_..........___. 420 340 0 0 0 0 
$4,590 to $4,999.__..____ 390 310 0 0 | 0 0 
$4,000 to $4,499... _.___- 360 280 0 0 0 0 
$3,590 to $3,999_____ : 330 260 0 0 | 0 0 
$3,000 to $3,499. ...._- 310 240 0 0 | 0 0 
$2,500 to $2,999......_..__- 270 210 0 0 0 0 
Under $2,500___._.- 230 180 0 0 0 0 

ADDITIONAL POST ALLOWANCE | 

For children (each, under 21). ___| i SR ee } 0 
SEPARATION ALLOWANCES 

Salary: 
$8,000 and over__.............| 1,000-2, 800 }......_-._| 1, 000-2, 800 | 1,000-2, 800 
6 cintnermsnihbonmen 1, 000-2, 650 |.......... 1, 000-2, 650 | 1, 000-2, 650 
Under 90,000. -----.---------] 2, 00-2, 000 f--<--=- 22 ‘1, 000-2, 500 |'1, 000-2, 500 

EDUCATION ALLOWANCE PER CHILD 

Grade: | 
GS 1 to6 340 260 il 360 
GS 7 and 8 360 260 nibien 360 3 
GS 9 to 12 440 260 | 





1 Depending on family size. 


UNITED NATIONS LOGISTICAL SUPPORT IN KOREA 


Since the beginning of the Korean war in June of 1950 and through June of 
1956, the United States has furnished logistical support to the other United 
Nations forces operating in Korea. The value of this support totaled $385 
million, with reimbursements from the participating countries of only $91 mil- 
lion. The appropriations of the military departments provided this logistic 
support through fiscal year 1956. Beginning with fiscal year 1957 the logistical 
support of some of these foreign forces, still under the command of the U. N. 
Commander, has been financed by the appropriations made available to the 
military assistance program. 

Fiscal year 1957 program.—The budget estimate for this program in fiscal year 
1957 was $12 million. 
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Fiscal year 1958 program.— Fach of the nations participating has such a ‘small 
contingent in Korea that it has been determined that it would be uneconomical 
and inadvisable to establish a separate logistical base for each country’s 
force. Therefore the United States has agreed to provide the logistical support. 


To assure continued support in fiscal year 1958, $12 million is included for this 
item. 


The fiscal status of the program follows (in thousands of dollars) : 


July 1, 1956, to| Mar. 1, 1957, to Total 
Feb. 28, 1957 | June 30, 1957 


COE OU......c nc cuneagneetentinnmbeieainuntoteenadttmatna ane 4, 929 4,071 9, C00 
OU IRIOG iid tac ubutiascccdadiunrabsacccigubsdentbbabbeses 4, 929 3, 071 8, 000 


INFRASTRUCTURES REQUIREMENT 


Senator ELtenprer. How much will be spent on infrastructures? 

Is that in this amount ? 

Mr. Suaw. Also in this amount. And this was covered by General 
Norstad the other day. 

The $109 million is the estimate of 1958 obligations against the in- 
frastructure requirement. 

Senator Extenper. What about the building of facilities to produce 
ammunition and things of that character? 

Mr. Suaw. You are talking about “Facilities assistance”? 

Senator Errenper. Yes. 

Is that a separate item? 

Mr. Suaw. Yes; Colone] Critz is prepared to talk on that. 

Senator ELtenper. You are not covering that? 

Mr. Suaw. I am not covering that, 

Chairman Haypen, Well, we thank you gentlemen for your state- 
ment. 


I would like to get back to my office if I could. Do you want to hear 
Colonel Critz? 


Senator ExLtenper. I am about to quit, too. I think we undertook 
to do too much in 2 days. 


STATEMENTS REGARDING FACILITY ASSISTANCE 


Mr. Murrny. Colonel Critz has a prepared statement on facilities 
assistance, which we will be glad to insert in the record, together with 
some statements on some other items which are in the fiscal year 1958 


uest. 

 Odlanel Crrrz. It is the project which we have previously discussed 
in the area program, Senator. 

For example, it is the facility assistance, the mutual weapons, the 
new weapons which we have discussed considerably. 

Chairman Hayven. Those statements may be included in the record. 

(The statements referred to follow :) 

$4787—57——80 
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STATEMENT BY Cot. Harry H. Crrrz, OFFICE OF THE ASSISTANT SECRETARY OF 
DEFENSE (ISA) 


Mr. Chairman and members of the committee, I wish to cover the following 
special military assistanee programs: 
(a) Facilities assistance. 
(b) Mutual weapons development. 
(c) New weapons. 
(d) Training. 
(e) Offshore procurement. 
(f) Military sales on a cash or credit basis. 
(g) Miscellaneous world-wide programs. 


FACILITIES ASSISTANCE PROGRAM 


Definition—The FAP is that portion of the military assistance program 
designed to assist the establishment and expansion of overseas facilities for the 
manufacture and maintenance of essential military equipment, such as facilities 
for the production of ammunition components, guided missiles, jet engine over- 
haul facilities, etc. Projects undertaken within this program must result in 
a net addition to the total capacity of the country concerned, or in an improve- 
ment in product to meet military requirements. 

Objectives.—The primary objectives of the program are— 

1. To establish logistic support facilities on an active or standby basis 
near the areas of potential combat so that high usage-rate military items 
will be available in the shortest possible time in the event of war. 

2. To decrease United States responsibility for furnishing and maintain- 
ing military equipment by encouraging recipient countries to produce and 
maintain their own equipment through assistance in developing the neces- 
sary facilities for this purpose. 

3. To create the production capacity to improve and modernize forces with 
weapons which countries can more readily maintain and which will be 
technologically sufficiently advanced to keep pace with Soviet advances 
in weapons technology. 

General policies.—Before a country is eligible for assistance under this pro- 
gram it must commit itself to maintain for use in an emergency the aggregate 
productive and maintenance capacity in the particular field in question, includ- 
ing existing capacity as well as that for which assistance is furnished under the 
program. The country must also participate in financing of the project. To 
date, the financial contribution by the United States has been 49 percent of the 
total cost of the projects. 

All facilities established through this program are considered in the light of 
overall regional requirements, rather than the requirements of a single country. 
Countries receiving assistance must agree to make the products and services 
of the resulting facilities available to other free nations without discrimination 
in price, quality, or delivery schedules. These provisions help to assure the 
regional character of the facilities assistance program. 

Prior to acceptance, all projects are thoroughly appraised either by competent 
engineers from American industrial companies or by military technicians. 
Through such a careful screening process, it is assured that maximum value is 
received for every dollar of the United States contribution. United States 
representatives in the field review proposed projects to insure that recipient 
countries contribute the maximum amount consistent with their resources. The 
United States contribution consists usnally of production equipment and techni- 
eal assistance. The foreign government furnishes the land, structures, labor, 
materials, and some equipment. The facilities constructed by foreign govern- 
ments should ultimately result in a decrease to our overseas contributions rather 
than an increase since countries will have the capability of meeting their own 
requirements for emergencies. The type of facilities we support are those for 
which a long life can be anticipated. A large portion of the facilities previously 
supported were propellant and explosives facilities for which there will be a 
useful application in the coming age of guided missiles. 

Fiscal year 1954-57 program.—This program began in 1954 and emphasis was 
placed on developing additional facilities for the manufacture of chemical com- 
ponents of ammunition. The program has been broadened since then to extend 
to the development of plants for the production or maintenance of various types 
of military hardware, including spare parts for United States-furnished equip- 
ment. Recently emphasis had been placed on assisting countries in the produc- 
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tion of newly developed weapons, such as guided missiles and electronics. The 
total United States obligations, as of June 30, 1956, for this program have been 

74.9 million. The obligations for fiscal year 1957 are estimated to be $11 million. 
The major portions of the program are discussed below : 

Ammunition: In 19538 the NATO Alliance, faced with. the continuing demands 
for ammunition, both in Korea and in Indochina, decided that steps were neces- 
sary to increase the European capacity for ammunition production. At that 
time Burope had an annual capability of producing only a 5-day supply of anti- 
tank ammunition. The production capacity for certain other key types of 
ammunition was also critically deficient. HKurepe had: an overall capacity to 
produce about 25 percent of its wartime requirements for metal components of 
ammunition, excluding newer types. However, the production capacity for the 
propellants and explosives required for ammunition was considerably below this 
level. By ‘a joint application of United States and country funds to certain 
bottleneck industries, it was found that European capacity could be brought up 
to a reasonable margin of security in case of interruption to transocean shipments 
if an emergency should occur. 

Maintenance and repair: It is appropriate that European nations utilize Euro- 
pean production facilities to the greatest extent possible in maintaining and in 
modernizing their forces. Equipment of European design can normally be more 
easily maintained because of the ready availability of the various components 
from nearby European sources. The facilities-dssistance program is a means 
whereby the United States can assist its allies in modernizing their military 
equipment at a minimum of cost to the United States. 

Maintenance projects which have been undertaken include projects for rehabili- 
tation and repair of ammunition; naval gunsight and computer repair; repair 
of naval ordnance, sonar, and ship superstructure; and repair of F—86 airframes, 
hydraulics, and allied electronic equipment. 

Modernization of forces: The facilities-assistance program enables the United 
States, at a minimum cost, to assist the NATO countries to modernize their 
military equipment. 

It is desirable to obtain a maximum contribution from European nations in the 
utilization of their own production facilities to reequip their forces with modern 
types of European-designed weapons. 

The Soviet bloc has devoted a considerable portion of its national resources 
and technical manpower toward the development of superior advanced 
weapons. A major effort is being made by the Soviets to surpass the United 
States and the Western countries in training technical personnel, both as to 
quality and quantity. Soviet-bloc states already have an overwhelming man- 
power advantage. One of the principal deterrents to Soviet aggression has 
been our superior weapons technology, which has offset the manpower advan- 
tage. With indications pointing to a possibility of the Soviets surpassing 
United States weapons technology, an unusual and determined effort must 
be made by the Western World. 

There are 2 avenues of approach to the problem by the United States. The 
first is to furnish Europe with our new types of advanced weapons continuously, 
recognizing that rapid technical obsolescence would necessitate periodic re- 
equipping of European military forces (about every 5 years). Thus the United 
States would be saddled with a very heavy continuing burden. At present there 
is no alternative. 

The other approach is to establish in Europea continuing capability to design 
and supply its own advanced weapons. This has an advantage in that it brings 
into play a large reservoir of European scientific and technological skills and 
equipment. It has the further advantage of harnessing’ to the NATO effort the 
national pride in and finnacial support of the development and production of in- 
digenous-type weapons. This could thus reduce military materiel end-items 
given as assistance to NATO, and thereby reduce dependence on United States 
aid. 

Projects in the fiscal years 1956 and 1957 programs have included components 
for modern weapons and for guided missiles: Projects in the fiscal year 1958 
program are primarily directed toward guided missiles systems and components. 
One such component is liquid oxygen. Since it would be both costly and 
hazardous to transport large quantities from the United States, a source of supply 
for large quantities of liquid oxygen must be available close to the missile sites. 

There are also projects for large grain‘ propellants for missiles. The double 
base propellant capacity required for missiles has already been established in 
Hurope as a result of previous projects under the ammunition program described 
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above. Other projects include components of missiles e. g. missile-booster motors, 
sustainer motors, and warheads, and complete missile systems. 

Piscal year 1958 program.—It can be anticipated that in the future the facilities 
assistance program will be directed toward the development of facilities for the 
production and maintenance of new weapons. These will include missiles and 
electronic equipment, such as radars for defense and advanced types of com- 
munications equipment essential'to NATO. It is estimated that the United States 
share of the eost for the fiscal year 1958 program will be $20 million. This in- 
eludes econtinuaticn of the missiles projects which for engineering reasons were 
not included in the fiscal year 1957 program. 


MUTUAL WEAPONS DEVELOPMENT PROGRAM 


1. Objectives of program—The mutual weapons development program 
(MWDP) was established by a special provision of the Mutual Security Act of 
1953 with the primary objective of increasing the defensive capability of our 
allies and improving our mutual security through the provision of United States 
financial and technical assistanee to selected highly promising projects for 
weapons of advanced design in their research and development programs. This 
program is paying excellent dividends. It is making both allied and United 
States research and development more effective through coordination and tech- 
nical assistance. It is developing: new items which will be especially suited to 
the needs of our European allies. These will, in most instances, be far more 
economical to manufacture, operate, and maintain than corresponding items 
from the United States: The program is mobilizing the scientific competence of 
our allies and is adding the inventive capability of Western Europe to that of 
the United States in the race to keep ahead of the Russians in the development 
of new weapons. As an important byproduct, it is assuring to the United States 
all new technical knowledge coming. from these projects and the use, if desired, 
by our Armed Forces of any item developed in the program. 

2. Administration of the program.—(a) The mutual weapons development pro- 
gram is administered by the Assistant Secretary of Defense for Research and 
Engineering in coordination with the Assistant Secretary of Defense, Interna- 
tional Security Affairs. The fieldwork is to.a large degree decentralized and is 
earried on through the mutual weapons development team in Paris. This team 
eonsists of a director and representatives of our three military departments 
operating from the Office of the Defense Adviser to the United States Ambas- 
sador to NATO. 

(b) Bilateral agreements negotiated with the governments of the participat- 
ing countries state the general overall conditions and form the basis for the 
technical agreements signed for each approved project. These technical agree- 
ments set forth the details of the projects and the responsibilities of the par- 
ticipating countries, obligate the funds and serve as the basis for payment by 
the United States of specified amounts contributed to the support of the projects, 
the costs of which are in general shared between the United States and the 
other nations on approximately a 50—50 basis. 

3. Project selection.—(a) Through an annual survey, the MWD team screens 
the proposals submitted by the participating countries and selects for recom- 
mendation those which best meet the established criteria. Projects may be: 

(1) Of applied research with a military objective. 

(2) Of development on items of advanced design which show a marked 
improvement over standard items available to the country of origin and 
indicate a good promise of materially increasing the effectiveness of the 
forces raised for the mutual defense. 

(3) For the support of a center, laboratory, test facility, tests of weapons 
or weapons systems or technical assistance. 

(b) Items resulting from the program are to be made available to other coun- 
tries of the free world under conditions specified in the agreements. All tech- 
nical information concerning a supported project is to be made available to the 
United States as well as certain license rights to inventions growing out of the 
projects, making possible their production in the United States for use of the 
United States Armed Forces throughout the world. 

(c) Projects recommended by the team are reviewed by appropriate agencies 
of the Department of Defense which submit their comments to the Assistant 
Secretary of Defense for Research and Engineering for technical approval. For 
highly complicated and expensive projects, teams comprised of scientific special- 
ists are sent to the countries concerned to study the projects on the ground and 
submit detailed comments thereon for consideration. 
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4. Countries participating.—Initially six countries entered into bilateral agree- 
ments in 1954 with the United States on this program. They were Belgium, Italy, 
France, Norway, the Netherlands, and the United Kingdom. Last year, Western 
Germany also agreed to participate and negotiations have been underway for 
some time with the Japanese Government which has already submitted several 
projects for consideration. 

5. Fiscal year 1954 program.—Thirty-three projects were included in the initial 
program for fiscal year 1954. It was not expected that all of these projects would 
be completed within the 2-year period covered by the agreements, as projects 
were in various stages of development at the time the agreements were signed. 
Most of them were well advanced, however, and many have been completed. 

Transition into service use may require many months. Several are now 
undergoing final field tests and will reach the production stage this year. From 
the viewpoint of research and development, the bulk of the fiscal year 1954 
projects have practically been completed. 

6. Fiscal year 1955 program.—The relatively larger proportion of United 
States share during fiscal year 1955 was due to the financing of the SHAPE Air 
Defense Technical Center by the United States in order to get it started. It 
is anticipated that responsibility for the financing of this center eventually will 
be taken over by NATO. The United States also assumed a large proportion of 
the costs of the light fighter development program for NATO during that fiscal 
year. 

7. Fiscal year 1956 program.—It will be noted that obligations this year 
practically donbled those of fiscal year 1955. This was due in part to obligation 
early in the fiscal year of projects which had been intended for the previous 
year. Also, the countries were coming to a better realization of the value of 
the program and more projects were submitted for consideration. A number 
of highly classified items were disclosed for the first time. A number of ex- 
tensions of earlier projects were also included this year in order to permit 
completion of the developments. 

8. Fiscal year 1957 program.—Reports of obligation on fiscal year 1957 projects 
have not yet been received. An effort was made to complete the obligations early 
this year and bring the program into phase with the United States budget cycle 
and considerable progress toward this desirable objective was made. It is 
expected that approximately $40 million was obligated by June 30. 

9. Fiscal year 1958 program.—MWDP project proposals for fiscal year 1958 
have increased both in numbers and importance. Our allies have gained con- 
fidence in the validity of the announced objectives of the program and are sub- 
mitting more of their highest quality projects for consideration. They recognize 
that our efforts to support the maximum use of new weapons evolved from the 
MWDP are leading toward elimination of unnecessary duplication and the 
accomplishment of increasing standardization. These are important objectives 
which should contribute materially to the improvement of our mutual defenses 
and the saving of considerable money in the future. Projects totaling nearly 
$100 million were submitted for consideration this year; 75 percent of the total 
were for new projects and the remainder for continuance of support of projects 
already in the program. 

The Department of Defense MWDP steering group reviewed these projects 
in detail early in May 1957. During these hearings, these experts studied and 
analyzed the projects and reviewed the comments and recommendations of the 
field agencies and of the three military departments. The program now under 
final consideration could involve a United States contribution of approximately 
$63 million; however, it is anticipated that only $40 million will be obligated. 

Included in the fiscal year 1958 list are new projects relating to guided missiles, 
new radars, improved munitions, electronic countermeasures, antisubmarine 
warfare, and special studies in fields of undersea warfare, land warfare, and 
missile operations. Funding is also included for extensioris of projects currently 
in the program which continue to show promise and which will require addi- 
tional time and money for completion. 

10. Selected projects.—The following highly promising projects are currently 
included in the program: 

(a) Light strike tactical fighter: During the hearings on the fiscal year 1957 
program, mention was made of work on the development of a new light tactical 
strike fighter. It will be recalled that the project was initiated at the request 
of SHAPE which had established an operational requirement for a light weight, 
low-cost jet aircraft which could operate from dispersed semiprepared airstrips. 
With the assistance of the NATO Advisory Group for Air Research and Develop- 
ment and the United States Air Force, three types were selected for development 
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from a number of proposals submitted by various European NATO countries 
and are being developed in France and Italy. All of them will be powered by 
the new Bristol Orpheus engine which the British are developing under the 
mutual weapons program. The Orpheus project has produced an engine with 
less weight than anticipated and with prospects of a still higher thrust-weight 
ratio. The Italian aircraft has already been flying for some time and has 
actually exceeded some of the important capabilities desired from this craft. 
The French designs will be flying: this spring. All three will be thoroughly 
tested this summer to determine their technical suitability to meet the require- 
ments. In addition, sufficient aircraft of the Italian design are being produced 
to permit a thorough test by one ‘squadron of the tactical concept. This fighter 
is an important element of our efforts to assist the Europeans in creating their 
own weapons to meet their special requirements which they can manufacture 
themselves and so decrease their dependence on continuing United States mili- 
tary aid. 

(bo) The forward scatter communications test links, which were mentioned 
last year as having been initiated, are well underway. These pilot test links 
were recommended by the SHAPE Air Defense Technical Center—which was 
also created as part of the MWD program—and are being supervised by that 
agency. The eventual complete communications system will be invaluable not 
enly for the air defense of Western Europe and as an instrument of command 
by SHAPE, but also as part of the warning net for the North American Continent. 

(c) An entirely new type of project included in the fiscal year 1957 program 
was the Training Center for Experimental Aerodynamics. It was established 
jointly with Belgium to provide’ NATO with a means for training qualified 
scientific students in advanced experimental aerodynamics and the techniques 
and practices of a modern aerodynamics laboratory. Constructed recently by 
Belgium at a cost of more than $2 million, this facility includes sonic and 
supersonic wind tunnels together with supporting laboratories, classrooms and 
shops. The first course, which is now underway, includes students from seven 
different countries. It is anticipated that responsibility for the financing of 
this center eventually will be taken over by NATO. This is an example of a 
project designed primarily to educate scientists who will help solve problems 
in the aerodynamics field in the future for the benefit of our mutual defense. 


NEW WEAPONS 


The term “new weapons” as used in this presentation refers to selected types 
of improved weapons and equipment developed since World War II, the nature 
of which has radically altered the science of warfare. Included are “dual 
purpose” weapons and equipment which permit the use of atomic warheads, but 
fissionable materials are not included within this definition. Examples of 
“new weapons” are guided and free missiles, recent types of.supersoniec air- 
craft, antisubmarine warfare equipment, and electronics equipment for air 
defense. 

The considerations which render it of greatest importance that we include 
advanced weapons in our military assistance program were taken up with the 
Congress last year. As stated at that time, United States assistance in modern- 
izing our allies’ forces must be on a continuing basis; adidtional funds for this 
purpose are accordingly requested for the coming fiscal year. 

Without repeating in full the considerations advanced last year on behalf 
of this program, the following key factors should be noted: 

1. In this period of rapidly developing technology, military plans and forces 
must constantly be reviewed to insure adjustment to changing conditions. It 
is not enough to build up military strength; that strength must be maintained 
and continuously modernized. 

2. The United States and its allies have always recognized. that it would be 
impossible for the fre nations of the world to attempt to maintain military 
forces numerically comparable to those of the Communist powers. In order 
to compensate for our numerical inferiority. we must maintain not only our 
nuclear deterrent, but also the capability to deter and, if necessary, repel local 
attacks. This requires effectively armed allies. 

3. Our allies, particularly the smaller NATO countries, have become increas- 
ingly aware of the discrepancy between their own military capabilities and 
those of the United States and Soviet forces, armed with the latest weapons. 

The United States and, to a limited degree, the United Kingdom are the only 
nations of the free world presently producing the more important advanced 
weapons, capable of employing nuclear warheads. While the United States, 
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through its ‘“sample-weapons program,” has offered to assist NATO nations 
having the necessary financial and industrial capability to undertake the de- 
velopment and production of advanced weapons, the United States will for an 
indefinite period be the only possible source for the provision of such weapons 
to free-world forces in quantity. It is, therefore, essential that the United 
States provide necessary weapons to our allies under the mutual-security pro- 
gram to match the growing strength of Soviet-bloc forces which are being 
progressively armed with similar weapons. Failure to do so in Europe would 
mean. that allied NATO forces on the flanks of United States units’ would’ be 
unable to hold, vitiating the NATO shield concept and imperiling our own forces. 
Flsewhere in the world free-world forces must be modernized on a selective basis 
to prevent intimidation or nibbling attacks by stronger Soviet or satellite forces. 
It is axiomatic under collective security arrangements that allied forces should 
be effectively armed to bear their proper share of the defense. Apart from 
this basic military consideration, it is clear that our military alliances, and 
particularly the NATO shield in continental Europe, would not long survive if 
United States contingents were the only forces armed with modern weapons. 
Our allies cannot maintain their vital contribution to the common defense if 
their armed forces are inferior by reason of their outmoded weapons. 

These considerations led the executive branch to approve for fiscal year 1957 
the inclusion of funds for the procurement of new weapons. In addition, funds 
from prior-year appropriations were to some extent reprogramed for this 
purpose. The fiscal years 1956 and 1957 programs include major new weapons 
costing approximately $410 million. The worldwide program totals $329 million 
with the remaining $81 million included in country programs. ‘These programs 
include the following new weapons: 


Surface-to-air and surface-to-surface guided missiles 
Free flight and aircraft rockets 

Early warning equipment 

Antisubmarine aircraft and detection euipment 
Advanced fighter and all-weather-type aircraft 


The fiscal year 1958 program requests new grant aid funds for new weapons 
of approximately $339 million. The worldwide programs total $297 million, 
with the remaining $42 million included in country programs. In addition, 
it is proposed that approximately $150 million of new weapons will be offered 
for sale to our allies. The fiscal year 1958 new program request includes the 
same general categories of weapons as those for fiscal year 1957. 

Tentative country allocations of these new weapons have been based on the 
recommendations of appropriate military authorities. Final allocations are 
dependent upon the designated recipient’s ability to utilize effectively the equip- 
ment and to provide adequate security safeguards for classified information or 
equipment. Formal acceptances have been received from designated recipients 
for a large portion of the weapons programed in fiscal years 1956 and 1957 and 
firm deliveries are being established. 

The United States had advised NATO countries that its ability to devote an 
increasing share of the military assistance program to new weapons will de- 
pend to a considerable degree upon their willingness and ability to assume a 
greater share of the costs of maintaining existing conventional forces. 


MILITARY ASSISTANCE TRAINING PROGRAM 


The military assistance training program is aimed to insure maximum effec- 
tiveness of forces with emphasis on obtaining the greatest utilization of equip- 
ment furnished under the materiel program. Specifically, the objectives of 
the training program are to: Assist in the attainment of combat effectiveness of 
forces at the earliest possible time; insure proper maintenance and operation 
of United States provided equipment; assist in the establishment of self- 
sufficient country training programs; assist as appropriate, in increasing the 
skill of country military personnel to the degree which will permit rapid and 
ready transition to more modern equipment. 

Military assistance training requirements are prepared in furtherance of 
these objectives. Although the training requirements are closely related to 
the end items being furnished each country, the training program is not limited 
exclusively to this type of training. In the interest of developing effective 
forces and in view of the varied capabilities of the recipient countries, appro- 
priate instructions in all phases of military activities are offered. The annual 
requirements for training assistance are developed by the military assistance 
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advisory groups in conjunction with the recipient countries and reviewed by 
the unified command and military departments to assure that they are in con- 
sonance with the materiel programs and United States plans and objectives in the 
respective recipient countries. 

To carry out the objectives of the training program, several types of training 
are provided foreign military personnel. The major types are: 

1. Training of students in service schools, both in the United States and over- 
seas (this type of training is the basic element of the program). 

2. Mobile training teams, composed of United States service personnel, who 
provide in-the-field instruction in the maintenance and operation of specialized 
equipment. 

8. Technical representatives who are civilian contract specialists and provide 
field instruction on highly complicated and newly developed equipment. 

4. Orientation visits for senior foreign military personnel to acquaint them 
with the latest practices and techniques in use in the United States military 
services. 

5. United States training personnel stationed in the recipient countries pro- 
vide technical advice and instruction at the countries’ installations and guidance 
in the development of indigenous training establishments and programs. 

In the training program, countries financially able to do so bear a portion of 
the cost involved in the training of their personnel. These countries pay trans- 
ocean transportation costs of their students and certain costs of maintaining 
United’ States advisory and instructional personnel overseas. 

During the period fiscal years 1950-57, approximately 42 different foreign 
eountries have been provided military assistance training. Foreign military 
personnel had completed or were attending 88,486 courses of instruction in 
service schools in the United States and 25,000 courses in overseas installations 
on December 31, 1956. (One course of instruction is equal to a single trainee 
in a particular service school.) These numbers do not include the large groups 
of personnel that have received instruction in their own countries from United 
States instructors and technicians. At the end of December 1956, 2,049 technical 
representatives and 2,149 mobile training teams had completed or were currently 
engaged in providing field instruction and assistance to foreign personnel. In 
addition, the service personnel assigned to the military assistance advisory 
group in each country have advised and assisted the countries in training tactical 
and support type units. The active participation of MAAG training and advisory 
personnel in some countries has been and will continue to be extensive. 

As the result of the training furnished, armed forces of many countries have 
been improved from a condition seriously lacking adequate training and organi- 
zation into modern military organizations familiar with the tactical use and 
technical aspects of their equipment. However, despite favorable results to 
date, much remains to be accomplished. While quantitatively indigenous train- 
ing establishments closely approximate training requirement goals, many coun- 
tries still require considerable training assistance to achieve and maintain desired 
qualitative standards and to attain a position where they can readily use and 
maintain more modern weapons. 

The fiscal year 1958 military assistance training program request is $74 
million. The estimate for fiscal year 1958 is based on training requirements for 
approximately 88 countries. A summary of the fiscal year 1958 MA training 
program is as follows: 

{In thousands of dollars] 


ri Fa a a cas sissemenay, See 
Noha edh en bid ehe idaaniedgini eileen dgiiigeeb pared tigohs Mgad kets di tai sebvairpiaoiatighn in eaeec hepa es 11, 625 
I eee es Sr ea a ee 13, 553 
A sh ieee ny wehbe ehhiarpltn neh etd pod dden obties 28, 009 
RI S020 ORO Sk A ieee ine pibimeeeminmnraiee macmaneens 6, 032 
nen ee ed Sl 714, 765 


1 Nonregional includes: Navy, contractual services. $200; Air Force, technical renre- 
sentatives, $6,820; State, mission training expenses, $2,000; new weapons training, $5,745. 


To insure insofar as possible that the recipient countries have the capability 
to maintain and use the more conventional weapons, the training program must 
continue to stress the training on these types of weapons and equipment. How- 
ever, since military assistance training is closely related to the materiel items, 
training in fiseal year 1958 and later years will be largely influenced by the 
more modern weapons being provided our allies. In fiscal year 1958, emphasis 
will be placed on training for such new weapons as guided and free missiles and 
equipment for air defense systems that are included in the fiscal year 1957 mili- 
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tary assistance program. Increasing emphasis will also be placed on training 
connected with new weapons to assist friendly countries to attain a position 
which will permit rapid transition from conventional weapons to the more 
modern types. 

The United States is also prepared to train units from certain NATO coun- 
tries in the techniques of dual-purpose weapons. Training will be undertaken 
with special training devices and will not entail possession of nuclear com- 
ponents by the forces trained. This training will be in harmony with the 
priorities established by the NATO military authorities and will be carried out 
under arrangements worked out directly between appropriate military authorities 
of the United States and the NATO member countries receiving the training. 

As in prior years, the fiscal year 1958 training program will include training 
and indoctrination of commanders, staff officers, and supervisory personnel re- 
sponsible for planning and establishing systems, organizations, techniques and 
policies. The common ground of knowledge and means of communications (Eng- 
lish) resulting from this United States training will prove of invaluable benefit in 
joint and combined operations of military forces. 


OFFSHORE PROCUREMENT 


Background.—There are three sources of supply for items included in the 
approved military assistance materiel program. Some of the items can be fur- 
nished from supplies on hand in the Army, Navy, or Air Force. Additional 
amounts come from new production in the United States. The third source 
is offshore procurement (OSP), a term used to describe purchase by the United 
States of military equipment and supplies from sources outside the United 
States for delivery to other friendly countries, as part of the military assistance 
program. This type of procurement was first undertaken in a relatively small 
way in connection with aid to Greece in 1947 because the United Kingdom was 
then the only source of supply for replacements, spare parts and ammunition for 
the British types of military materiel with which the Greek armed forces were 
equipped. If this equipment had not been procured offshore in the United 
Kingdom, it would have been necessary to completely reequip the Greek armed 
forces with United States type equipment, an extremely costly undertaking. 

When the military assistance program was initiated in 1949, it was planned 
to supply United States types of equipment to our allies, mainly from existing 
United States stocks. It was also planned that any new procurement would, 
in part, be delivered to United States forces to replace stock items previously 
shipped to our allies. At that time, this seemed to be the most expeditious way 
of getting weapons into the hands of allied soldiers, and thereby strengthening 
the overall capability of the free world to resist aggression. The attack in 
Korea, however, upset these plans; and the stocks of military equipment and 
ammunition which had been programed for delivery under the military assist- 
ance program were necessarily diverted to meet the urgent requirements of the 
Korean war. A new source of production had to be found and OSP was intro- 
duced to supplement United States production, which was straining to meet 
the needs of the Korean conflict. 

Equally important were the logistic and strategic considerations. From the 
military point of view, it was considered essential, in case of war, that the 
maximum capability to produce replacements, spare parts, and ammunition be 
available from sources close to the actual fighting, and not be subject to the 
hazards and delays of a long and precarious pipeline from the United States. 
In addition, there were other benefits fiowing from this action which were im- 
portant to the United States: 

1. The opportunity to save money for the United States taxpayer. In many 
instances, especially in shipbuilding, it was possible to procure in Europe or 
Japan military equipment of types suitable for use by the recipient countries’ 
forces at a cost less than that for purchasing equivalent equipment in the 
United States. 

2. The furtherance of United States political and economic objectives abroad. 
As the Marshall plan was diminishing in size, many of our European allies still 
had balance of payments difficulties, particularly with the dollar area, which 
were in part overcome by OSP. Our OSP program was also instrumental in 
some countries as a means of combating Communist influence in the trade-union 
movement. 

The four basic limiting factors which have always governed, and continue 
to govern, the placement of offshore procurement contracts are set forth in a 








472 MUTUAL SECURITY APPROPRIATIONS, 1958 


Department of Defense Directive, dated August 17, 1951. These limitations 
are that such procurement will not result in one or more of the following: 

1. Unjustifiable cost in comparison with procurement in the United States. 

2. Militarily unacceptable delays in delivery. 

3. Serious adverse effects upon the United States economy, employment, or 
industrial: mobilization base. 

4. Threat to the security interests of the United States. 

Fiscal year 1951-57 program.—Since 1951 the United States has purchased in 
Europe and the Far Hast a selected portion of the materiel to be furnished to 
‘friendly foreign nations under approved military assistance programs. During 
the period, military assistance program offshore procurement contracts totaled 
about $2.71 billion, with expenditures as of December 31, 1956, amounting to 
$2.12 billion, or 78 percent of the value of contracts placed. 

The greatest volume of offshore contracts was placed in fiscal year 1953 when 
the amount totaled about $1.6 billion. In fiscal year 1956, the amount of new 
procurement offshore was only $62 million. Of the total orders placed to date, 
$2.57 billion has been placed in Europe, largely in NATO countries, with. the 
remainder awarded to the Far East area, principally Japan. 

The largest single procurement category is conventional ammunition. The 
orders for conventional ammunition have been important in meeting training 
and war reserve requirements in friendly foreign countries. Ammunition orders 
to date total $1.18 billion, or 43 percent of the total orders placed. In the main, 
ammunition procured has been of United States types and the bulk of orders 
was placed at a time when United States industry was engaged in fulfilling the 
requirements of the Korean campaign. 

The second largest category of procurement is aircraft, spare parts, and sup- 
porting equipment in the amount of about $460 million. Many of the aircraft 
eontracted for under this program were of European types. 

The third largest category of materiel procured offshore, amounting to about 
#360 million, is ships and harbor craft. These items are principally of foreign 
design and were produced in foreign shipyards at costs appreciably less (in some 
cases as much as 50 percent less) than United States costs for comparable 
items. 

With the exception of ammunition, offshore procurement orders involved 
primarily items of non-United States design—e. g., British Centurion tanks, 
European-type radar, Bofors, L/70 40-millimeter antiaircraft guns, naval craft 
and aircraft of foreign design and British-type weapons. 

On the basis of the end items included in the materiel program, the status 
of service stocks and the state of the United States industrial mobilization base, 
it is estimated that about $110 million may be obligated in fiscal year 1957 for 
offshore procurement on a worldwide basis. 

Fiscal year 1958 program.—It is estimated that the fiscal year 1958 program 
will be in the same general order of magnitude as that for fiscal year 1957. In 
contrast to previous years, it is anticipated that a larger percentage of the off- 
shore procurement orders in 1958 will be placed in the Far East and, in addi- 
tion, the total orders will involve little or no ammunition. In general, OSP 
will be used primarily to (a) obtain foreign-type items of materiel needed to 
meet an approved military requirement, or to (b) develop arrangements of spe- 
cial benefit to the United States, such as cost-sharing production schemes or 
production capabilities in “soft currency” areas for use on a regional basis. 

The reduction in ammunition orders will undoubtedly result in some of the 
ammunition plants in both Europe and the Far East being put into mothballs. 
The United States will assist these countries in placing these plants in a standby 
status with the understanding that the governments concerned will agree to 
maintain the plants on a standby basis for future use in the event of war. 


MILITARY SALES ON A CASH OR CREDIT BASIS 


Purpose——The amount requested in fiscal year 1958 will establish a capital 
fund to facilitate sales of military end-items and spare parts. Authority to 
reuse payments for such sales (including local currency payments) is being 
requested in order to finance additional materiel for sale. 

Background.—It is a United States policy objective that MAP nations should 
assume financial responsibility for the procurement of materiel required to 
achieve mutual security objectives whenever such action is consistent with 
their economic and political stability. Progress toward the achievement of 
this policy objective has been made in the spare parts field where negotiations 
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have been consummated for many countries to assume financial responsibility 
for their spare part requirements. 

Procedural implementation of this policy is seen in efforts to expand the 
military sales program. Progress has been made in eliminating some of the 
obstacles to this program through a series of legislative and administrative 
steps. The 1956 amendments to the Mutual Security Act have allowed the es- 
tablishment of a more equitable, and consequently more competitive, pricing 
policy, recognizing the age and condition. of equipment. In addition, admin- 
istrative procedures are being improved to provide better “customer service” 
and buyer-seller relationships. 

Current problems and future progress—Several problems must be solved to 
poperly capitalize on past progress and make further gains in the allied as- 
sumption of financial responsibilities. The problems referred to are those typi- 
cal of any buyer-seller type operation: the seller must have stock from which 
to sell; the buyer’s ability to buy may often depend on credit; the seller’s 
ability to continue selling will require a smooth continuity of investment, sales, 
and reinvestment; and when foreign buyer-seller relationships are involved 
the prospect of trading through local currency acceptance will influence the 
buyer’s ability to buy and the seller’s willingness to sell. These problems and 
the current action directed at their solution are discussed in the following para- 
graphs. 

Investment.—The major effort to transfer financial responsibility has been in 
the spare parts field. While many countries, primarily in Europe, have agreed to 
assume financial responsibility, the small size of their procurement orders, their 
lack of previous experience in procurement, continued dependence for many 
items on United States sources of supply, and lack of any regional procurement 
organizations, can make the transfer of financial responsibility for spare parts a 
reality only if a supply system exists to stock the necessary items for several 
countries and sell on demand, These problems will continue to present them- 
selves as the military sales program expands in the spare parts and other fields. 
Since in the past funds have only been requested for grant aid requirements, funds 
have not been available to procure materiel in anticipation of sales. Solution of 
this problem will require financial authorization to invest in the pipeline from 
which sales can be made. 

Credit.—Over and above the need to provide pipeline requirements described 
above, the ability and willingness of some of our allies to procure materiel 
from the United States depends upon the availability, to an extent not now 
practical, of credit. While section 106 of MSA authorizes 3-year credit, for 
stocked items, using service funds to cover the credit, services have been un- 
willing to tie up their appropriations in major cases for this long a period. 
For items requiring new procurement, the authority of section 103c was intended 
to be applicable, using MAP funds. However, appropriations have never been 
requested for such purposes and the extension of credit would require diversion 
from other programs to cover such transactions. 

The availability of funds to advance credit would materially assist in meeting 
the requests of certain countries desiring to and having the capability of purchas- 
ing arms on a deferred-payment basis. Such credit sales may be in the United 
States interest when they preclude the extension of Soviet influence through 
the sale of Soviet arms and when they advance the standardization of the equip- 
ment of allied forces on United States lines. 

The solution to this problem is the provision of funds to advance credit in 
order to facilitate the sale of military materiel. 

Local currency payments.—Dollar shortages throughout the world even in 
relatively stable economies are a significant damper on any major MAP sales 
program. While basic planning for the MAP sales program is in dollar terms, 
acceptance of local currency payments would facilitate the ability and willingness 
of many countries to pay for MAP materiel. This situation suggests that 
wherever local currencies could be used to meet other MAP requirements or 
requirements of United States military services, consistent with prudent manage- 
ment and other United States objectives, it would be in the United States interest 
to accept local currency payment for MAP sales and reinvest these currencies for 
other MAP or United States requirements. Local currencies used to meet serv- 
ices and MAP grant aid requirements will be purchased with dollar appropria- 
tions, thereby providing for continuing conversion of local currencies to dollars 
which may in turn be reinvested in credit or sales transactions. Reinvestment 
of local currencies for procurement of required materiel, would as a byproduct, 
aid in the development of country production facilities for future self-support. 











474 MUTUAL SECURITY APPROPRIATIONS, 1958 


While authorization exists for the acceptance of local currency payments for 
economic commodities, such authorization does not exist for MAP materiel. 

Reinvestment.—The provision of military assistance to our allies is a continu- 
ing program and consequently the need for maximizing sales of MAP materiel 
is also continuing. Capital will be required to underwrite additional sales and 
loans and the sales program could, within established limits, provide its own 
source of capital for future transactions by being authorized to reinvest pay- 
ments made for sales or loans either in dollars or in local currencies. Such 
authorization will provide a basis for advance sales and investment planning 
and will place the MAP sales program on a continuing businesslike basis. 

Fiscal year 1950-51 program.—While almost 60 countries have participated in 
some degree in past sales of military materiel ($1,060 million through March 31, 
1957), principal participants were limited to those countries in a favorable 
financial condition who, as a result, were not in need of extensive grant or credit 
assistance, foremost among these being Canada which accounted for approxi- 
mately $540 million of the total. Less than 10 percent of the total sales to date 
have been on a credit basis. 

Fiscal year 1958 program.—Steps proposed for fiscal year 1958 to capitalize 
on the progress already made and provide a basis for future gains in the transfer 
of financial responsibility to allied nations are as follows: 

(a) Initial financial authorization: It is very difficult to forecast the amount 
of credit or pipeline support required in any given year since a variety of politi- 
eal, financial, and military factors influence both the timing and amount of 
purchases, Past experience and current trends indicate that about $50 million 
may be required for spare parts support and about $125 million to finance major 
materiel requirements on a 3-year credit basis. Therefore, $175 million have 
been included in the total authorization for MAP in fiscal year 1958. Such 
authority would provide the basis for meeting the initial investment require- 
ments to provide the pipeline and credit for MAP sales. 

(b) Continuing legislative authorization: Language changes in section 103c 
would authorize the reuse of payments for MAP sales to finance additional sales 
and loan programs. In addition, authorization is requested for acceptance of 
local currency payments for MAP sales. Such authority will provide the admin- 
istrative basis for a continuing program and will facilitate future sales where 
feasible through acceptance of local currencies, 


MISCELLANEOUS WORLDWIDE PROGRAMS 


Miscellaneous worldwide programs embrace a variety of special programs and 
the projects whic) are not appropriate for distribution by country. Examples 
of these programs are: Undelivered Army spare parts from prior year program ; 
industrial plant and plant expansion expenses; Far Bast Army vehicle rebuild 
program; aircraft modification project; and offshore procurement program ex- 
penses. Many of these miscellaneous programs are prior-year programs, with no 
new funds requested for fiscal year 1958. 

For fiscal year 1958 we are seeking additional funds in the amount of $119.7 
million for 5 of these programs. This represents an increase of approximately 
$30 million. These miscellaneous programs include vehicle rebuild, offshore 
procurement expenses, aircraft modification, Air Force support equipment, and 
certain classified special projects. Although there are some minor changes, both 
increase and decrease, in these programs, the entire increase is accounted for 
in the Air Force support equipment program. This is a new program for fiscal 
year 1958 which has been caused by a redistribution of the various types of air- 
craft in the military assistance program. This redistribution has resulted in the 
introduction or substitution of different types of planes in several countries. The 
support equipment in this program includes shop and utilities equipment, organi- 
zation hase, and maintenance equipment and related aircraft equipment. When 
the redistribution of aircraft has been completed, this Air Force support equip- 
ment will be added to individual country programs. Following is a brief explana- 
tion of these projects : 

Vehicle rebuild.— Funds in the amount of £63.0 million for fiscal year 1958 are 
required for the vehicle rebuild program in the Far East area. During 1956 an 
increasing number of inoperable general-purpose vehicles were reported in coun- 
tries in the Far Hast. In Cambodia, Korea, Laos, Taiwan, Thailand, Vietnam, 
and the Philippines, as high as 50 percent of the vehicles were deadlined or re- 
quired extensive maintenance. These vehicles are of World War IT type and 
many had heen used by United States forces during World War ITI and the 
Korean war. The average age of the vehicles is about 12 years, which exceeds 
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by 50 percent the “average life of type” for military vehicles. Many have been 
rebuilt one or more times. Maintenance, overhaul, and replacement of wornout 
vehicles is necessary to prolong the usefulness of existing assets and to main- 
tain stocks at the minimum number essential for operations. 

Generally speaking, deliveries through military assistance have provided the 
authorized number of vehicles for these countries. The problem is not one of 
supplying additional vehicles for buildup of forces, but rather of replacing worn- 
out and damaged vehicles. 

The maintenance, overhaul, and rebuild problem demanded urgent action. In- 
creased training, technical assistance, and supervision were needed. A major 
project had to be initiated to obtain fifth echelon (rebuild) repairs. This project 
required facilities available only in the United States or Japan and applied both 
to complete vehicles and to their major assemblies. 

The Department of the Army made an analysis of the problem and concluded 
that it could only be treated on a regional basis since much of the necessary 
rebuild requirements were beyond the capability of the individual countries con- 
cerned. A contract was signed with Japanese manufacturers for rebuilding 
both vehicles and major assemblies released for this purpose by recipient coun- 
tries in the Far East area. In addition to initiating the rebuild program, a mili- 
tary assistance parts depot was established in Japan. Finally, the fiscal year 
1957 program included $44.1 million for procurement of new vehicles of Japanese 
types. The initial procurement of new vehicles was required because of the 
large number of completely unusable vehicles in the inventories of the Far Hast- 
ern countries. This procurement program meets all of the normal standards for 
offshore procurement. The price to the United States is a very favorable one. 
A total of $61.6 million was provided for the rebuild program in fiscal year 1957. 
The fiscal year 1958 request is to finance 1958 requirements for the continuation 
of the program. 

OSP expenses.—Funds in the amount of $5.0 million for fiscal year 1958 are 
required for administrative support incident to offshore procurement activities 
devoted to purchasing and contracting under the military assistance program. 
This amount includes expenses connected with obtaining manufacturing data 
and production aids for support of offshore procurement activities. 

Aircraft Modifications —Funds in the amount of $15.3 million for fiscal year 
1958 are required for modification of aircraft, guided missiles, or their components 
already on procurement that will result in: an improvement in military capa- 
bility or operational performance; significant change in logistics or training 
requirements; or a change in configuration to allow an aircraft or guided missile 
to perform an assigned mission other than the one for which it was originally 
procured. 

Aircraft support equipment.—Funds in the amount of $34.7 million for fiscal 
year 1958 are required primarily for shop and utilities equipment, organization 
base and maintenance equipment, and related aircraft equipment. This amount 
represents the best estimate of requirements submitted by our military-assistance 
advisory groups over and above presently programed support equipment. A 
worldwide survey and redistribution of support equipment to meet deficiencies 
for support of forces in the fiscal year 1950-56 program is underway. Upon com- 
pletion, a breakout of the above requirement by country will be possible. 

Special project program.—This program can be discussed on a classified basis. 


STATEMENT OF WiLLIAM H. McCanon, CHIEF, VOLUNTARY ForEIGN Alp STAFF, 
INTERNATIONAL COOPERATION ADMINISTRATION 


My name is William H. McCahon. I am Chief of the Voluntary Foreign Aid 
Staff of ICA and serve also as Executive Director, ex officio, of the Advisory 
Committee on Voluntary Foreign Aid. That committee consists of nine members, 
all serving without compensation, and is chaired by Mr. Charles P. Taft. I have 
served in this capacity since July 1, 1953, and for 3 years prior to that as Asso- 
ciate Chief. In carrying out the responsibilities of this position, I have become 
closely acquainted with the personnel of the Américan voluntary agencies and 
have had an opportunity to observe and obtain a personal knowledge of their 
varied activities abroad. I am convinced that these groups of private citizens 
play an important role in international relations which today is of great value 
to our country. Acting on behalf of the American people, they, as private citi- 
zens, are extending a helping hand to friendly peoples around the world who, 
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through circumstances beyond their control, need our assistance. The request 
we are making represents one material way in which the United States Govern- 
ment indicates its interest in supporting and furthering the overseas activities 
of its own citizens’ groups. 

I appreciate the opportunity to appear before your committee again this year 
to present the executive-branch request for $2.2 million to continue this program 
in fiscal year 1958. This is $300,000 less than was appropriated last year for this 
purpose. It should prove adequate, however, since it is based on the participating 
voluntary agencies’ own estimates of the volume to be moved in fiscal year 1958. 
If approved, the finds would be used to pay the ocean freight costs on shipments 
of relief and rehabilitation supplies by approved American nonprofit voluntary 
agencies engaged in humanitarian activities abroad. Section 409 of the Mutual 
Security Act of 1954, as amended, defines approved agencies as those registered 
with the Advisory Committee on Voluntary Foreign Aid, and the American Red 
Cross. These private agencies draw their principal support from voluntary 
donations of the American people both in cash and in kind. It has been con- 
servatively estimated that their combined constituencies comprise 75 percent of 
the American people. There are no United States Government procurement costs 
involved here. The goods are supplied by the voluntary agencies and repre- 
sent free donations of the American people. 

It is estimated that supplies valued at $32.8 million will have been shipped and 
distributed this fiscal year at a cost to the Government of $2.5 million. Thus 
each tax dollar spent to pay ocean freight costs is multiplied nearly 14 times in 
terms of the value of the goods furnished and delivered. The funds requested 
for next year would, on this basis, move goods valued at approximately $29 
million. These supplies include food, clothing, medical and hospital supplies, 
school supplies, handtools for trades and agriculture, and other self-help supplies. 
Many of these goods are donated in kind without any cash contributions to cover 
delivery costs. Hence, the value to the agencies of ocean freight support with- 
out which the program could not go forward. The whole activity is of unique 
importance in terms of its contribution to international friendship and goodwill 
because it represents people-to-people giving at levels not normally reached by 
government-to-government aid programs. 

In each case, before expending funds appropriated for this purpose, a formal 
agreement is entered into between the United States and the receiving govern- 
ment under the terms of which the latter guarantees duty-free entry of these 
goods and payment of inland transportation costs from the port of entry to the 
ultimate point of distribution. The American yoluntary agencies for their part 
bear the cost of solicitation, processing, warehousing, packaging for export, and 
transportation to United States ports, as well as maintaining United States citi- 
zen. representatives abroad to supervise distribution and to insure that the sup- 
plies reach the persons for whom they are intended. Thus, the program repre- 
sents a three-way cooperative arrangement between the American voluntary 
agencies, the United States Government and the foreign governments, with each 
contributing materially to its success, All goods are clearly marked to identify 
their United States origin. These markings bear the United States emblem and 
the wording “Gift of the American People—Ocean Freight Paid by the United 
States Government.” Also, the origin of the supplies is made known to the 
individual recipients through the United States citizen representatives of the 
agencies, resident in the countries of distribution. 

These private agencies are carrying on many other activities and services of 
interest to the United States.. They constitute a useful channel through which 
United States agricultural surplus commodities can be distributed to needy 
people abroad. Over the past several years, they have taken on ever-increasing 
responsibilities in moving substantial quantities of these surpluses. They are 
also active in the fields of technical assistance and refugee resettlement. In the 
latter field their outstanding services on behalf of Hungarian refugees is still 
vividly in mind. 

The following 31 agencies are those which now benefit from participating in 
the ocean freight subsidy: American Baptist Relief; American Friends of 
Austrian Children ; American Friends Service Committee; American Jewish Joint 
Distribution Committee; American Mission to Greeks; American ORT Federa- 
tion: American Red Cross: Assemblies of God Foreign Service Committee; 

srethren Service Commission; Catholic Relief Services, National Catholic Wel- 
fare Conference; Church World Service; Congregational Christian Committee: 
Cooperative for American Remittances to Everywhere (CARE), Inc.; Foster 
Parents’ Plan; Heifer Project; International Rescue Committee; Iran Founda- 
tion; Little House of St. Pantaleon; Lutheran World Relief; Mennonite Central 
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Committee; Near East Foundation; Pestalozzi Foundation of America; Refuge 
des Petits; Romanian Welfare; Salvation Army; Save the Children Federation ; 
Tolstoy Foundation; Unitarian Service Committee; United Lithuanian Relief 
Fund of America; World Relief Commission of the National Association of 
Evangelicals; and World University Service. 

' Participating countries during fiscal year 1957 were as follows: Austria, 
France (including Algeria), Greece, Italy, Yugoslavia, Iran, Egypt, India, 


Pakistan, Hong Kong, the Philippines, Taiwan, Vietnam, Bolivia, Chile, Hcuador, 
and Honduras. 


June 1957. 




















STATEMENT CONCERNING THE HUNGARIAN REFUGEE PROGRAM, BY CLEMENT SoBOTKA, 
SPECIAL ASSISTANT, OFFICE OF REFUGEE AND MIGRATION AFFAIRS, DEPARTMENT 
OF STATE 






I am presenting this statement to the committee in the absence of Mr. Robert 
S. McCollum, Deputy Administrator for Refugees and Migration, Bureau of 
Security and Consular Affairs, Department of State. Mr. McCollum, who is 
attending a meeting of the Intergovernmental Committee for European Migration 
in Geneva, has asked me to express to the committee his regrets that he is 
unable to be present at this hearing. 

The Hungarian refugee problem is one of the largest and most dramatic 
refugee problems that the West has had to face. Because of its general political 
and economic implications and its impact upon Austria and other European 
countries of asylum, it has been and is in the interest of the United States, along 
with other freedom-loving countries, to provide necessary financial aid and 
resettlement services in the solution of this problem. Even though thousands 
of these refugees have already been resettled, there will still remain large 
numbers to be aided in 1958. For this reason there has been included in 1 
request fund requirements of 3 agencies totaling $10 million to resettle Hun- 
garian refugees in 1958. These three agencies—the United Nations High Com- 
missioner for Refugees, the Intergovernmental Committee for European 
Migration and the United States escapee program—although engaged in related 
services have separate and well-defined areas of work, each contributing 
specialized and coordinated services that are required in meeting the total 
refugee problem. 

To direct and coordinate United States refugee interests and activities similar 
to those represented in the Hungarian program the Office of Refugee and 
Migration Affairs has been established under the Bureau of Security and 
Consular Affairs in the Department of State. Through the collection and study 
of refugee information the Office develops and recommends policy after consulta- 
tion with interested offices of the Department and, in addition to general responsi- 
bility for handling refugee problems, the Office directs and coordinates activities 
of the United States escapee program and the United States participation in 
the Intergovernmental Committee for European Migration. 

The total exodus of refugees from Hungary to Austria and to Yugoslavia has 
now reached nearly 194,000 of whom 149,250 have been moved to countries of 
temporary or permanent asylum. Of this number 33,291 have departed for the 
United States, 39,963 have gone to other overseas countries, and 75,996 to western 
European countries. 

Throughout the period of emergency when large numbers fled their homeland, 
western governments, international organizations, and private agencies pro- 
vided generous contributions and services particularly to the Austrian Govern- 
ment which received over 90 percent of the refugees. Through June 30, 1957, the 
United States Government provided approximately $45 million in services, 
dollars, local currency, and commodities toward the emergency care and resettle- 
ment costs of the program. Of this amount, approximately $32 million was 
provided in cash for the purchase of services, transportation, food, etc. The 
funds were used principally through the United States escapee program, the 
Intergovernmental Committee for European Migration, the United Nations High 
Commissioner for Refugees, the League of Red Cross Societies and Voluntary 
Agencies. In addition, various departments of the United States Government 
performed services in transportation and reception of those Hungarian refugees 
who came to the United States. The balance of the cost, amounting to approxi- 
mately $13 million, was provided in the form of commodities of which $10 
million worth of wheat was transferred to the Austrian Government under 
Public Law 480 making local currency available through proceeds from sales. 
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The United States escapee program contributed substantially in meeting the 
emergency in Austria. An experienced USEP staff organized and directed the 
efforts of contract employees brought into Austria to handle the increased work- 
load. USEP helped to equip camp installations, distributed 120,000 amenity 
kits, and provided medical care, bedding, stoves, food, and warm clothing. These 
services were provided by USEP on a strictly emergency basis until the Austrian 
Government, the Red Cross, and other organizations were able to provide 
continuing assistance. 

In addition to its normal activities, the Intergovernmental Committee for 
European Migration organized and assisted in the movement of over 142,753 
Hungarian refugees from Austria between November 1, 1956, and July 19, 1957. 
The United Nations High Commissioner for Refugees issued joint appeals with 
the Secretary General of the United Nations for financial and resettlement 
assistance, and provided funds to the Austrian Government and to the League 
of Red Cross Societies for the care and maintenance needs of the refugees; and 
played a major role in organizing the efforts of the free world in behalf of the 
Hungarian refugees. 

Considering the number of refugees still awaiting resettlement, the present 
rate of exodus from Hungary, and the current rate of resettlement, it is esti- 
mated that approximately 40,000 Hungarian refugees will remain in Europe on 
January 1, 1958, who will require permanent resettlement or some other form 
of assistance. Through the combined efforts of international organizations, 
private voluntary agencies, and individual countries, including the United 
States, it is estimated that this number can be reduced to approximately 12,000 
by the end of that year. 

The estimated requirements for this program are based on meeting essential 
needs consistent with United States interests in the relief of human suffering 
and in reducing the political and economic tensions resulting from the con- 
tinued presence of large numbers of unassimilated Hungarian refugees. The 
estimate includes $6.9 million for the United States escapee program, $1.5 
million for the Intergovernmental Committee for European Migration, $1 million 
for the United Nations High Commissioner for Refugees, and $600,000 for special 
assistance to the youths among the refugees. 

The amounts requested are over and above the requests for the normal re- 
quirements of these programs and above the amounts which will be supplied 
by other governments or private agencies. It is unlikely that these’ sources 
of assistance combined will do more than partially offset the deficit which the 
burden of the Hungarian refugees will impose upon the economies of Western 
European countries. 

Under the United States escapee program an average caseload of approxi- 
mately 27,500 Hungarian escapees is anticipated for the first 6 months of calen- 
dar year 1958 and an average of approximately 17,000 for the remaining 6 
months. During this period USEP will provide supplemental feeding and medical 
eare to assist refugees to qualify physically for overseas resettlement, assist- 
ance in documentation, advice in locating opportunities abroad and other 
services, including payment for costs of transportation and placement in receiv- 
ing countries as required. It is estimated that approximately 20,000 escapees 
will be moved from Austria and other Western European countries to places of 
resettlement overseas by ICEM which will call for an additional United States 
contribution of $1.5 million. Exclusive of projects for youth, the United Nations 
High Commissioner estimates that approximately $3 million will be required by 
his office for Hungarian refugees. The program which will provide essential 
local integration services for refugees including the aged and incapacitated per- 
sons who remain in Austria, includes housing, small loans, counseling, job place- 
ment, language and vocational training, and other services which will permit the 
refugees to become self-sufficient. Consistent with our normal basis of contri- 
bution to the UNREF program, it is recommended that the United States con- 
tribute one-third to the total requirement. 

Based on the number of youths who have fled to Austria, it is expected that 
approximately 1,200 unaccompanied youths in 1958 will need continued educa- 
tion, supervision, and training to conteract the idleness and frustrations of 
refugee life. Until solutions to their resettlement can be found, these young 
people must be kept occupied and prepared as far as possible tu meet the re- 
sponsibilities of life in new democratic countries. It is estimated that the cost 
of such assistance through placement in schools and centers will average $501) 
per person. 

It is not possible to predict with certainty the total requirements of assistance 
to Hungarian refugees. The political atmosphere in Hungary could cause a 
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greater number of new escapees to seek asylum in the West than we have esti- 
mated. The ability of the free world countries to absorb the Llungarian refugees 
may prove to be less than has been predicted. The deficit of the Austrian Gov- 
ernment may not be adequately met through the local currencies which have 
been authorized for this purpose. There may be shifts in the types of services 
required which would affect the dollar requirements. For this reason, the esti- 
mate has been proposed as a single requirement which can be administered 
flexibly to meet changing program needs without sharp limits on the amounts to 
be used for specific purposes. It is possible that $10 million may not meet the 
actual requirements, but it is believed that the United States share in this 
assistance can be held within this amount. In any event, it is believed that tne 
$10 million proposed represents the reasonable figure which the United States 
should be prepared to provide in assisting the group whose revolt has provided 
the world with a demonstration of the continued opposition of freemen to the 
restrictions of the Communist system. 
The utilization of the $10 million is estimated as follows: 


1. United States escapee program: 
(a) Supplemental care and maintenance: Average caseload: 
ist 6 months, 14,047 escapees, at approximately $45 


CRED... ansanmrisenuiniateamend tntvick vitieadind seein $632, 000 

2d 6 months, 8,857 escapees, at approximately $45 
OUT: | 254: rteblininertitnntrbeeretalemateaeetidaertia 408, 000 
TE TGL. coicerrehscunpuenneiorten<buueetdetatietadsataaiall 1, 040, 000 





(b) Resettlement support: Average caseload: 
1st 6 months, 27,640 escapees, at approximately $60 


BERET sain ras iii nase nici tegen ean Sikh eaten datas ei 1, 658, 000 
2d 6 months, 16,990 escapees, at ADDF OS RANEY $60 
CRON, id: ndccaserininnbsiedieddinide natnbeetidetimeiatnieied 1, 032, 000 
I ik a laa oY 


thane 2, 690, 000 


(c) Integration: Estimated number of escapees locally re- 
settled during calendar year 1958, 2,200 escapees, at ap- 
TRCERETIRUOET, SECRET SOO et enineehinertorerenmnie arene 660, 000 
(ad) Transportation : Estimated number of escapees locally re- 
ported to overseas countries, 20,000, at approximately 


SE OR snes tttentann oo eeiasionnietiblt cs 44i~tecbiabisitiiingladiiiaendaas 2, 510, 000 


SO IIR a seciac lel cewek a AAAI innit a 6, 900, 000 
2. Intergovernmental Committee for European Migration: 


United States contribution to ICEM for overseas movement of 
20,000 escapees to countries of resettlement, at approxi- 
wom tole. OTT WO ons titteadensias a denrdietibialheekaihs cans abacia eee 1, 500, 000 
. United Nations High Commissioner for Refugees : 
United States contribution to UNHCR for housing, small 
loans, counseling, job placement, language, vocational train- 
ing, and other services to permit refugees to become self- 
sufficient, amounting to one-third of total UNHCR reguire- 


OORT.  annaiinecsn bi died Se lertiantin Soatinieadi State enema i se 1, 000, 000 
4. Youth training: 


Contribution for continued education, discipline, and recrea- 
tion to 1,200 juvenile escapees, at approximately $500 
COTA. odes btcbiincguntiittantblee dt irsthinsttin dieing eae eek Nei ed ee 600, 000 
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UNITED NATIONS REFUGEE FUND—STATEMENT BY FRANCIS O. WiLcox, ASSISTANT 
SECRETARY OF STATE FOR INTERNATIONAL ORGANIZATION AFFAIRS 


FISCAL YEAR 1958 


This statement is submited in support of the request for an appropriation of 


$2,233,000 to enable the United States to continue its participation in the United 
Nations Refugee Fund (UNREF). 
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This fund, which is administered by the UN High Commissioner for Refugees, 
has a 4-year program directed toward finding permanent solutions to the prob- 
lems of the unassimilated refugees within his mandate. It deals particularly 
with those who, for one reason or another, cannot qualify for normal emigration, 
and who have had refugee status for a number of years. 

The total number of unassimilated refugees in need of assistance in Western 
Europe, and needy Buropean refugees in the Middle East stood at 288,500 on 
January 1, 1955. According to the High Commissioner’s figures, this number 
had been reduced to 188,900 on January 1, 1957. The greater part of this reduc- 
tion was effected by continuing emigration and resettlement programs dealing 
with the more easily assimilable refugees. UNREF, which was established to 
assist the residual group of refugees whose members generally require a much 
greater amount of individual attention than has been possible under other pro- 
grams, directly benefited 26,542 persons during this period. Of this number, 
8,115, including 420 difficult cases, were firmly settled as a result of UNREFP 
programs. Since the program has actually been underway for only a year and 
a half, it is expected that the rate at which firm settlements are effected will 
continue to increase during the coming year. 

Many of the people on the UNREF caseload, their initiative sapped by years 
of living in camps, require painstaking, tedious individual counseling before they 
are prepared to take up once again the responsibilities of normal life. However, 
with the proper guidance and material assistance, many of the able bodied 
can still be returned to useful membership in society. Others, even more pitiable 
and more problematic to settle, are the so-called difficult cases. These are the 
aged, the sick, and the incapacitated who have no actual or potential usefulness 
for any country. The plight of this group, hitherto condemned to a monotonous 
existence in shabby camps, has stimulated the sympathy of some of the smaller 
European nations who have generously provided a number of places in their 
existing permanent institutions. At best, however, the placement of these difficult 
cases is a time-consuming and expensive process. 

The integration and settlement of these people who have been refugees for a 
number of years is the particular concern of UNREF. The program does not 
conflict or overlap with the work of the Intergovernmental Committee for Euro- 
pean Migration, which is principally interested in the movement of migrants, 
including refugees. Nor does it conflict with the United States escapee program, 
which deals with more recently arrived refugees. Other witnesses are on hand 
to present testimony concerning escapees, including the recent refugees from 
Hungary. 

UNREF, like other U. N. voluntary agencies, operates on a calendar-yvear 
basis. Congress appropriated $1,900,000 in fiscal year 1957 to finance the UNREF 
program for the 18-month period ending June 30, 1957. An appropriation of 
$2,233,000 is now being requested for fiscal year 1958 to cover the 18-month period 
ending December 31, 1958. If authorized, this appropriation would enable the 
United States to bring its total 4-year contributions to $5,333,000, or one-third of 
the UNREF target program of $16 million. 

Contributions received thus far from other countries for use in calendar year 
1957 amount to $2,111,409, and are expected to total about $3 million by the end 
of the year. This is an encouraging increase in the rate of contributions from 
other countries, who, during the 2 years 1955 and 1956, made cash contributions 
totaling $4,518,025. 

The UNREF target program for 1957 is $7,096,303, which includes $4,400,000 
for the 1957 plan of operations, and a carryover of $2,696,303 for projects in 
the 1956 plan of operations which could not be implemented for lack of funds. 
The programs for 1957 and 1958 will concentrate on promoting the integration 
of refugees who still reside in camps. Projects will cover housing, vocational 
training, rehabilitation of the handicapped, student aid, small loans, employment 
counseling and placement, and language training. A maximum effort will also 
be made to place as many difficult cases as possible in institutions. 

Wholehearted United States support of the UNREF program is important 
because it gives clear proof to the world of our sincere and traditional interest 
in the welfare of the victims of political and religious persecution. The political 
interests of the United States are also served by UNREF. To the extent that 
its program succeeds in firmly integrating refugees and giving them a sense of 
belonging to the countries in which they reside, it reduces their political insta- 
bility. It renders them more immune to the current Soviet redefection campaign 
which seeks to discredit the free world by encouraging the return of refugees 
to their former homelands. 








MUTUAL SECURITY APPROPRIATIONS, 1958 481 











Despair and disillusionment have understandably crept over many of these 
unfortunate people, and we must not slacken our efforts to help them to become as 
well integrated in their countries of asylum as is humanly possible. 


























STATEMENT CONCERNING THE INTERGOVERNMENTAL COMMITTEE FOR EUROPEAN 
MIGRATION BY GEORGE L. WARREN, CHIEF, REFUGEE AND MIGRATION DIVISION, 
OFFICE OF REFUGEE AND MIGRATION AFFAIRS, DEPARTMENT OF STATE 


The Intergovernmental Committee for European Migration, organized on the 
initiative of the United States Congress, at Brussels in 1951, now consists of 27 
governments of the free world. Communist and Communist-controlled govern- 
ments are excluded from membership. The Migration Committee is engaged in 
securing the movement of indigenous migrants and refugees out of Europe, who 
would not otherwise be moved. This is accomplished by chartering shipping on 
migrant routes where commercial shipping is inadequate or nonexistent, by 
financing the cost of transportation, and by providing technical services which 
develop cooperation between emigration and immigration countries and improve 
the public administrations of governments dealing with the migration process. 
In addition to its normal activities, the Migration Committee organized and 


-—<« 


secured the movement of 142,753 Hungarian refugees from Austria between 
November 1, 1956, and July 19, 1957. 

Austria, Germany, Greece, Italy, Spain, and the Netherlands must secure 
continuing emigration for indigenous nationals and alien refugees in order to 
maintain political and economic balance in their economies. Australia, Canada, 
the Latin American countries, New Zealand, Rhodesia, and Nyasaland, and the 
Union of South Africa provide opportunities for the manpower which European 
countries cannot absorb. The relocation of available manpower contributes to 
the strength of the free world. 

Section 534 of the Mutual Security Act of 1951, as amended, contained au- 
thorization for United States participation in and contributions to the Committee 
in the calendar years 1953 and 1954. Section 405 (a) of the Mutual Security 
Act of 1954 provided continuing authority for appropriations and participation 
in the Committee, on the basis of the constitution adopted by the Committee, 
which came into force in October 1954. All 27 government members have ac- 
cepted the constitution. 

From February 1, 1952, to May 31, 1957, the Migration Committee moved 
670,253 persons out of Europe, including 161,804 refugees under the mandate 
of the United Nations High Commissioner for Refugees and 83,699 refugees 
of other categories, total 245,503; 120,442 migrants were moved in 1955 and 
172,172 in 1956, ineluding 42,085 Hungarian refugees. Approximately one-third 
of all those moved to date have consisted of wives and children of migrants 
who preceded their dependents to overseas countries. This family movement has 
assisted in stabilizing the new immigration in the receiving countries. 

Movements in 1957 will be considerably higher than in previous years, owing 
to the increased overseas movement of Hungarian refugees. The normal move- 
ment in 1957 is presently estimated at 136,320. The estimate of Hungarian 
refugees to be moved out of Europe under ICEM financing is 52,000. Total over- 
seas movements in 1957 are expected to be, therefore, in the neighborhood of 
188,000 ; 89,373 were moved overseas in the first 5 months of 1957. Australia 
will receive more than 50,000 and Canada 51,250 during 1957. 

The Migration Committee has acted to improve governmental procedures in 
the preselection, medical examination, trade testing and processing of migrants 
in the emigration countries and in their reception and placement in the receiv- 
ing countries. At the request of member governments, the Committee has sup- 
plied technicians to improve the effectiveness of public administrations engaged 
in the migration process. In this manner the best procedures of one member 
government have been made known to and supplied by other interested member 
governments. Other services, such as vocational and language training, the 
location of opportunities for immigration and the dissemination of information 
about immigration countries have been provided cooperatively with the emi- 
gration and immigration countries. All of these services applied at both ends 
of movement have served not only to increase the flow of migrants but to improve 
the quality and suitability of the migrants moved and to reduce waste, cost, and 
confusion in the migration process. 

The voluntary agencies have played an important role in assisting the Migra- 
tion Committee to expand the flow of movement. Concentrating on the emigra- 
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tion of individuals not covered by government mass schemes for the recruitment 
of workers, they have developed new opportunities for immigrants in the receiv- 
ing countries by securing sponsors and assisted migrants in their adjustment 
after arrival. In cooperation with the Committee they have operated revolving 
funds which make it possible for the migrant to make partial prepayment of 
the cost of his transportation before departure and repayments on loans cover- 
ing the balance after arrival. Substantial progress has been made in increasing 
migrant contributions toward the costs of movement and a majority of the 
migrants moved now contribute to the costs of their transportation to the extent 
of their ability to do so. 

The Mutual Security Appropriation Act for 1957, Public Law 853, repeated 
a prior condition in the appropriations for the Migration Committee to the 
effect that none of the funds appropriated could be used for assisting directly 
in the movement of any persons to the Western Hemisphere who had not 
had a security clearance based on reasonable standards. The Department 
of State has arranged with the Migration Committee for the maintenance 
of special clearance procedures to comply with this requirement. All of the 
concerned government members of the Committee have cooperated fully in 
the operation of these procedures, which are under constant review by the 
Department of State and are considered to be effective. 

In securing the movement of refugees out of Europe to overseas countries, 
the Migration Committee works in close cooperation with the United Nations 
High Commissioner for Refugees and the United States escapee program. 
Frequent meetings of the administrations of the three organizations insure 
effective coordination of all operations. This teamwork was demonstrated 
dramatically in the unusual movement of 142,753 Hungarian refugees out of 
Austria between November 1, 1956, and July 19, 1957, without loss of mo- 
mentum in the normal program of movements. Timely action in dealing 
effectively with a highly volatile political and humanitarian problem saved 
substantial sums of money which otherwise would have been spent in main- 
taining the refugees in camps for indefinite periods of time in Austria. 

The estimate of normal movement out of Europe in 1958 is 154,950. In 
addition, it is anticipated that 20,000 Hungarian refugees will require trans- 
portation overseas, mostly from countries of second asylum in Europe which 
aecepted them on a temporary basis in 1956 and 1957. These totals include 
over 60,000 to Australia, 36,000 to Canada, and 51,850 to Latin America. The 
estimated budget of the Migration Committee for 1958 to cover this move- 
ment is $58,208,534—$2,764,115 for administration and $55,444,419 for opera- 
tions. 

Contributions to the administrative expenditures are obligatory upon member 
governments in accordance with an accepted fixed percentage scale. Contribu- 
tions to the operational expenditure are voluntary. These latter consist of 
contributions to the free funds of the Committee for operations and reimburse- 
ments by governments on the basis of per capita rates for persons actually 
moved to or from their countries. For instance, Italy now contributes $70 per 
adult migrant leaving Italy. Australia contributes $100 per migrant from 
Europe generally, but $110 per migrant from the Netherlands. The Netherlands 
contributes $60 per migrant to the Western Hemisphere and up to $160 per 
migrant to Australia. The Latin American countries contribute from $40 to 
$85 per migrant received. Canada reimburses the committee for the full cost 
of all movement to Canada under official schemes. The important emigration 
and immigration countries have progressively increased their per capita rates 
and the dollar amounts of their reimbursement based on the volume of movye- 
ments. 

The United States share of the administrative expenditure originally 33.33 
percent, is 29.67 percent for 1958 owing to the adherence of new Government 
members to the Committee; 29.67 percent of the estimated administrative 
budget for 1958, $2,764,115 allocated to member governments is $811,298. The 
proposed United States contribution to operational expenditure for 1957 is 
$11,688,702. The request for appropriation to cover the United States con- 
tribution to the Migration Committee for calendar year 1958 is therefore 
$811,298 plus $11,688,702 or $12,500,000. An additional amount of $1,500,000 
to cover the United States contribution toward the movement of 20,000 Hun- 
garian refugees in 1958 is included in a separate request for appropriation for 
Hungarian refugees. The appropriation of both amounts in full for 1958 is 
required in the United States interest to exploit all possible opportunities to 
remove the maximum number of migrants and refugees from Europe in 1958. 
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STATEMENT CONCERNING THE UNITED STATES ESCAPEE PROGRAM, BY LAURENCE A. 
Dawson, Cuter, EscaPpee ProGRAM, OFFICE OF REFUGEE AND MIGRATION AFFAIRS, id 
DEPARTMENT OF STATE 





Mr. Chairman, in addition to the statement on the United States escapee pro- 
gram which is included in the general mutual security program presentation 
already in the hands of the Committee, I should like to submit the following 
information to you in support of the request for a $5.5 million appropriation, 
which is $0.5 million less than last year’s appropriation. 

The United States escapee program, strictly a United States unilateral pro- 
gram, has been carried on since March of 1952 to provide reception, interim 
care and maintenance, and resettlement assistance to recent escapees from 
Soviet and satellite countries in Europe, and to selected escapee groups or indi- 
viduals in other areas of the world. Since 1953, the program has assisted limited 
numbers of selected Chinese escapees from Communist China, primarily in Hong 
Kong and Macau. Its purpose is to serve specific United States interests in 
recent escapees from behind the Iron and Bamboo Curtains by demonstrating 
the concern of the West for those who flee Communist oppression and seek 
asylum in the free countries of the world. This assistance supplements the 
considerable programs of local governments of asylum, of international agencies 
and of private religious and nationality voluntary relief agencies engaged in 
refugee work. 

The program operates primarily through contracts with the nonprofit volun- 
tary agencies. Under these contracts, actual expenses incurred by the agencies 
for individually approved projects which implement the policy objectives of the 
program are reimbursed after the services are rendered. No grants-in-aid are 
made. The operations are closely supervised by the USEP staff through the 
development of programs and projects, the negotiation of contracts, the control 
of registrations, the review of vouchers, field inspection of activities in progress, 
and end-use audits. First emphasis is placed on projects to secure the earliest 
possible permanent reestablishment of the escapee in some free world country, 
under terms and conditions affording opportunity for the escapee to achieve 
dignity and self-dependence. These projects, carried out on an individual case 
basis, provide registration, counseling and assistance in documentation and 
securing visas, vocational and language training, and assistance in overseas trans- 
portation. Other projects provide supplementary food, improved camp facilities, 
clothing, special feeding programs for mothers and infants, local employment and 
urgent medical care not available from other resources. USEP assistance is 
afforded only to those escapees who are anti-Communist and thus are potentially 
good citizens of the free world. To insure this, careful investigations are con- 
ducted on each escapee registered including examination of all pertinent records 
in the countries of asylum and elsewhere and additional investigation as neces- 
sary and indicated. 

Primary responsibiilty for the care of refugees rests with the governments 
of the countries in which they seek asylum. USEP aid supplements but does 
not replace either the basic assistance provided by these governments, or that 
available from other sources. This supplement is designed to maintain the 
morale and health of escapees to enable them to qualify for admission to re- 
settlement countries, and therefore to become self-supporting. In thus removing 
escapees from the countries offering asylum, the program helps to assure the 
continuation of asylum for those who may in the future seek haven. In the 
light of continuing political ferment within the Soviet orbit, which may well 
bring an increased influx of escapees, the role of the program in helping to 
maintain a commensurate outflow from asylum countries primarily through 
overseas resettlement takes on added significance. 

By March 31, 1957, 102,116 escapees (excluding recent Hungarians) had been 
registered for assistance in Europe. Of these 39,890 had been assisted to emi- 
grate to more than 27 countries, primarily the United States, Canada, Australia, 
and countries of South and Central America; 8,796 had been permanently estab- 
lished in European countries of asylum, and 22,435 remain under concern. The 
rest, 30,976, had been dropped as ineligible, no longer in need of assistance or for 
other reasons. 

Barring any unforeseen developments during calendar year 1958 which might 
affect the flow of refugees, an estimated 13,200 nationals of the Communist coun- 
tries of Eastern Europe will flee their homelands seeking asylum in the free coun- 


tries of Europe and the Near East. They will be assisted within asylum coun- 
tries by USEP. 
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In the interest of placing operations in behalf of new refugees on a more cur- 
rent basis, a concentrated effort will be made during fiscal year 1958 to find satis- 
factory disposition for the less recent escapees, i. e., those who fled their home- 
land more than 3 years ago. To accomplish this, special effort will be made 
toward reestablishment of the difficult-to-resettle and handicapped cases that 
constitute the bulk of the older caseload. At the same time, priority emphasis on 
overseas resetttement will continue including the further pursuit of efforts to 
develop substitute resettlement channels in other areas necessitated by the termi- 
nation of the Refugee Relief Act on December 31, 1956. An increasing number 
of local placements through institutional care or permanent integration arrange- 
ments in asylum countries will be carried out. 

The Congress appropriated $6 million for USEP for fiscal year 1957. Exclusive 
of the Hungarian program, it is proposed to continue the escapee program during 
fiscal year 1958 at the reduced level of $5,500,000 of which $4 million would be for 
Europe and $1,500,000 for the Far East. On the basis of the latest available data, 
it is estimated that in Europe during calendar year 1958, 13,200 new escapees will 
be registered, while 9,800 will emigrate, 2,500 will be established in European 
countries of asy'um, and approximately 5,600 will be dropped for other reasons. 
This should reduce the caseload from an estimated 17,700 to be registered as of 
January 1, 1958, to an estimated 13,000 under care as of December 31, 1958, exclu- 
sive of recent Hungarian escapees. 

The United States escapee program is requesting $6.9 million for supplemental 
eare and resettlement services for Hungarian refugees for 1958 which is included 
under the Hungarian refugee program budget. 

In prior years, the committee has been informed in detail of the extreme meas- 
ures taken by the Soviet and satellite governments to preclude escape and to 
repatriate, victimize and discredit those who do escape. Such measures, which 
continue in full force, are vitally related to the broader effort of the Soviet orbit 
governments te consolidate their controls over the nearly 900 million captive 
peoples within those countries in Europe and Asia. Thus, the Communists seek 
to destroy all hope for eventual freedom and to convince the captive peoples of 
the inevitability of communism. To this end, the Communists deny the humanity 
of western policies, including both the right and existence of friendly asylum. 

The escapee program poses a challenge to this Communist doctrine. Its solici- 
tude and assistance in behalf of escapees serve as a continuing reminder to those 
who remain behind that they are not alone in cherishing hope for the eventual 
restoration of freedom in their homelands. In last year’s presentation to the 
House Foreign Affairs Committee, this point was illustrated through quotation 
of a letter from a Hungarian escapee thanking the program for assistance re- 
ceived. Events during the ensuing 12 months have given added relevancy to 
that letter, which stated, “Dark ages have descended on Europe and it is only 
because of the moral force and example of the United States that more than a 
hundred million people do not lose faith. In my country the people are hungry 
for bread, but they are starving for freedom.” 

In the Far East the escapee program serves the same national objectives as it 
does in Europe. The concept of free China as a symbol of haven and refuge for 
Chinese on the mainland is developed and maintained as an alternative to com- 
munism in Asia. The Chinese refugees in the Hong Kong and Macau area, 
numbering well over a million, constitute the largest single bloc of anti-Commu- 
nist refugees in the world. Most of them are living under conditions indescrib- 
ably bad and highly susceptible to Communist exploitation. The Communists, 
realizing that these refugees stand as a symbol of massive repudiation of com- 
munism and thus of anti-Communist resistance for the Chinese people not only 
at home but also on Formosa and among the 12 million overseas Chinese in other 
countries of Asia, are increasing their efforts to undermine the morale of the 
refugees in Hong Kong and free China. This endeavor, an extension to the Far 
East of the Soviet-satellite antiemigration campaign in Europe and the Near East, 
is directed in the first instance toward the leadership elements with emphasis on 
securing their repatriation by any means possible. 

The escapee program in the Far East is necessarily selective in relation to the 
enormous refugee problem in Hong Kong and Macau. Nevertheless, this pro- 
gram—carried out as it is by the voluntary agencies which histurically have 
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stood for American humanity in China—is an important symbol of United States 
concern for the enslaved Chinese people. It rejects persistent Communist propa- 
ganda allegations that United States interests are circumscribed by considera- 
tions of race and tend to favor Europeans over Asiatics. First priority is 
directed toward the rehabilitation of professional, intellectual, and other leader- 
ship elements. Assistance projects in behalf of other persons are also carried 
out under criteria of selection designed to further United States interests. All 
USEP operations as in Europe are aimed toward the complete reestablishment 
of a refugee assisted. 

The program also serves as a significant token of cooperation with the gov- 
ernments with which basic responsibility for the refugee rests. As such it has 
undoubtedly been influential in stimulating the development and continuing 
momentum of extensive programs by these governments to improve refugee 
conditions and to create opportunities for integration and resettlement. 

Up to December 31, 1956, 16,488 escapees had been resettled from Hong Kong 
and Macau, mostly to Taiwan. During the same period, the program assisted in 
integrating selected Chinese refugees locally in Hong Kong. In accomplishing 
this integration and in providing corollary medical care, the program has pro- 
vided services for 195,845 refugees. An important result of the integration 
projects was that they provided a demonstration which contributed toward the 
decision of the Hong Kong Government to undertake a large-scale integration 
program of its own. 

In calendar year 1958, it is proposed to continue this program at a level of 
$1,500,000 placing emphasis on resettlement, with renewed efforts in behalf 
of intellectuals and students including some currently escaping. At the same 
time, medical assistance projects on a highly selective basis will be continued 
and extended in recognition of the acute shortage of medical facilities in Hong 
Kong. Local integration assistance will be similarly pursued with maximum 
utilization of the housing and integration projects of the Hong Kong government 
commenced in 1954. 

The $5.5 million requested is programed for utilization as indicated below. 
Flexibility as between categories of activity will be followed in programing, 
in connection with actual developments, in the interest of pursuing the over- 
riding objective of securing the maximum reduction in the caseload within the 
shortest possible period: 


I. EUROPE AND MIDDLE EAST 


(a) Care and maintenance (average caseload of 15,359 escapees at 


approximately: $50 OneR is csiiccetes cnenied~olaiegda $760, 000 
(b) Preparation and processing for resettlement (average caseload 

of 15,359 escapees at approximately $88 each)____-__----____ 1,350,000 
(c) Local resettlement in countries of asylum (2,500 escapees at ap- 

proximately $000 each) ..................-.........8esaueasee 1, 500, 000 


(d) Transportation to overseas countries or resettlement (3,100 es- 
capees at approximately $128 each) -- 1 .sggenemasres 390, 000 


Total, Europe and Middle Bast__--___-- Sapna tele 4, 000, 000 
II. FAR EAST 

(a) Preparation and processing for resettlement (13,600 escapees 
BE TATE) GN ices cctcitehg + sseernsgeesiakeaben see a $680, 000 

(6b) Local integration in Hong Kong (13,055 escapees at approxi- 
Seah Cag” tO. CUNY bona td ecgserda tak ay Ss ae ceca ao taaaate~eenesniovenn 470, 000 

(c) Transportation and overseas resettlement (2,600 escapees at ap- 
DTORIMATELS GlGs:, CBC) anc ccectacterb ec smaniicmiannibeehic eda 350, 000 
EAMER TAL ORRe Reel inc <psrat saciratrainte Getndinelcacialliniiniaettananiansdmaie tame telat 1, 500, 000 


In summary, the $5.5 million requested will be utilized to continue the regular 
program with maximum emphasis on further substantial reduction of the case- 
load; to counter the continuing untiemigration campaign of the Soviet Union 
and the satellite countries, including Red China; and to continue the extension 
of selective assistance to refugees in the Far East. 
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Unirep States Escaren ProcrRaM 


Status of funds 


{In thousands of dollars] 











Fiscal year | Available Obligations | Expenditures} Unliquidated 
Prior years ; : 3 | $17, 650 $15, 252 $14, 913 $339 
1956 ke ars : 6, 000 5, 939 5, 722 217 
1957 (through June) ._____-- {evo Te aiteueLt 6,000 | 5, 998 | 2, 143 3, 855 
Total____ 29, 650 | 27, 189 | 22, 78 | 4,411 

' 





Program requirements in relation to availability 


[In thousands of dollars] 





Unliquidated balance available for 1957 programs______________________ $4, 411 
Less estimated expenditures to Dec. 31, 1957__._________.__.__.__._________ 8, 204 
Dalance Unexpencaed on Nec: St, 1987 ee en ae 
Less bills due for services rendered in 1957 but not paid on Jan. 1, 1958__ 1, 068 
et Lt re eee eee ee Pg Ee Oe ee ae 139 


UNITED NATIONS CHILDREN’S FUND—STATEMENT RY FRANCIS O. Witcox ASSISTANT 
SECRETARY OF STATE FOR INTERNATIONAL ORGANIZATION AFFAIRS BEFORE THE 
SENATE COMMITTEE ON APPROPRIATIONS 


FISCAL YEAR 1958 


This statement is submitted in support of the request for an appropriation of 
$11 million for a contribution to the calendar year 1958 program of the United 
Nations Children’s Fund (UNICEF). 

While UNICEF was originally established to assist in meeting emergency 
needs of children in Europe following World War II, in recent years it has 
devoted nearly all of its resources in assisting countries in Asia, Africa, and 
Latin America to develop permanent child health and welfare services and to 
control and eradicate debilitating diseases. 

UNICEF is a program to which governments contribute on a voluntary basis. 
Support for the program has grown steadily both in the number of nations con- 
tributing and in the amounts contributed. For example, in 1951 the sum of 
$10,400,000 was contributed by 35 countries while in 1956 contributions of 
$17,400,000 were made by 79 countries. This figure has since been increased to 
81 contributing countries. 

The United States has made annual contributions to UNICEF since the incep- 
tion of its program in 1946. In accordance with the 1957 fiscal year authoriza- 
tion and appropriation in an additional amount of $10 million has been pledged 
for the calendar year 1957 program. As a result of increased contributions 
from other governments the United States has been able to reduce the percentage 
of its contribution from 72 percent in 1952 to 55 percent in 1957 while at the 
same time total funds available to the program have increased. An additional 
reduction in the United States percentage to 52.5 percent is proposed for 1958. 
At the same time as this reduction is being effected it is important that we 
demonstrate our interest in the gradual expansion of this program by increasing 
the amount of our pledge for 1958 to $11 million. This action will stimulate 
added contributions from other governments thereby enabling UNICEF to cover 
additional areas of need. 

In addition to payments to the central account, recipient governments also 
eontribute to UNICEF projects in local currencies and in such other forms as 
local personnel, services, transportation, locally available supplies, equipment, 
and facilities. Of the total funds that go into projects about two-thirds come 
from local contributions. In 1956 recipient countries committed $40 million in 
such contributions. If we consider these contributions together with payments 
of other governments to the central account, the United States contribution of 
$9.7 million in 1956 represents 17 percent of the total. 

UNICEF works in close conjunction with the World Health Organization 
(WHO) and the Food and Agriculture Organization (FAO), which are con- 
cerned generally with matters of health and nutrition respectively. There isa 
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clear division of responsibilities among these organizations. UNICEF provides 
the supplies and equipment which are not locally available; while the WHO 
or FAO, as appropriate, furnishes the technical assistance and know-how re- 
quested by the governments in the planning and execution of the programs. 
This clear-cut difference in emphasis simplifies the question of coordination, and 
assures that the resources of the United Nations in health, nutrition, and welfare 
are alined in a unified approach in helping governments meet children’s needs. 

UNICEF has had remarkable success in stimulating new and expanded work 
on the part of governments and peoples receiving aid. Not only have local 
matching contributions been generous, but many basic accomplishments have 
been attained. As the result of joint UNICEKF-World Health Organization ac- 
tivities, there has been a growing awareness of the importance of adequate 
health facilities and health personnel at all levels of government. Public health 
budgets have been expanded, more competent personnel are entering careers in 
public health work and in a number of countries maternal and child health 
divisions have been established within public health departments. Even more 
significant perhaps, than the record of government action within the assisted 
countries are the desires and the efforts made by people at the community level 
to help themselves. The UNICEF cooperative approach has instilled in people 
a sense of pride and an initiative which has motivated them to voluntary action 
locally well beyond that which could be achieved by government action alone. 

UNICEF's role is not to assume responsibility itself for instituting and con- 
ducting child health and welfare programs, but to encourage and assist indi- 
vidual governments in developing and expanding their own programs. The 
principal areas of activity receiving UNICEF assistance are: 

1. Basic maternal and child health and welfare services, including the 
establishment of rural health centers and clinics and the training of nurses 
and midwives. 

2. Mass health campaigns against such crippling and killing diseases 
as malaria, yaws, tuberculosis, trachoma and leprosy. 

8. Activities to improve nutrition including long-range child-feeding 
programs and the increased production and use of milk. 

4. A limited amount of UNICEF's resources each year is used to provide 
emergency assistance for the victims of catastrophes such as earthquakes, 
flood, drought, and famines, where the welfare of the child population is 
seriously affected. 

Statistics concerning the number of children and mothers benefiting from 
UNICEF programs are most impressive. The attached annex shows in some 
detail not only the number of beneficiaries in 1956 but the number of target 
beneficiaries for 1957. This is indeed a program to which the United States 
should continue to give strong support and leadership. 


ANNEX 


United Nations Children’s fund—Summary of beneficiaries for 1956 and target 
beneficiaries for 1957 


| 1956 Target 1957 

Antimalaria campaigns: Children and mothers protected with UNICEF 
insecticides wd ; 8, 102, 150 28, 447, 000 
BCG antituberculosis vaccination: Children vaccinated. -.............-----.- 14, 262, 000 16, 012, 000 
Yaws control: Children and mothers treated_____- a 2, 008, 900 3, 262, 400 
Control of trachoma and related eye diseases: Children treated -_ - 460, 800 660, 800 

Feeding through school lunches and maternal and child welfare centers: Peak 
number of children and mothers receiving daily rations_-_.-- a 3, 567, 320 4, 485, 810 
Wetebiesc. vind. vetiulwilccteg dlodll, 2ehsulinn.s | 1 28, 401, 170 52, 868, 010 





1 Not included are the many children and nursing and pregnant mothers who receive benefits (other than 
milk) from the over 6,000 maternal and child-welfare centers, clinies, and children’s and maternity hospitals 
aided by UNICEF. Still more children and mothers benefit from UNICEF assistance for vaccine-produe- 
tion plants, campaigns for the control of communicable diseases such as diphtheria, whooping cough, and 
leprosy; and milk drying and pasteurization plants. When all the projected milk-conservation plants are 
in full operation, they will provide free or low-cost milk to some 4,700,000 children and mothers. Many 
times this number will benefit from the availability of safe milk, 
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STATEMENT BY CHARLES L. WILLIAMS, Jr., M. D., Actine Curer, Pustic HEALTH 
Division, INTERNATIONAL COOPERATION ADMINISTRATION, ON MALARIA ERADICATION 


Malaria is the world’s greatest health problem, attacking more than 200 
million persons a year in some 60 countries and territories of the world, and is 
responsible for killing more than 2 million people—equivalent to destroying 
a city the size of San Francisco yearly. It is a main cause of chronic anemia, 
physical disability, and mental lethargy, resulting in low productive capacity of 
labor and retarded economic development. 

The United States, through the bilateral programs of the International Co- 
operation Administration and its predecessor organizations, has been engaged 
in an attempt to control and minimize this disease in some areas of the world 
for 14 years. Now, for the first time, with the discovery of insecticides such as 
DDT and dieldrin and the perfection in housespraying in malarious areas, the 
opportunity presents itself of eradicating rather than merely controlling this 
disease. The feasibility of eradication has been definitely established by the 
success of the programs to eradicate malaria which have been carried out in 
the United States, Venezuela, Puerto, Rico, Italy, and other countries. 

As long ago as 1955, a proposal to attack and eradicate the disease on a 
worldwide basis was advanced in the World Health Organization assembly in 
Mexico City and was subscribed to by all the member nations, including the 
United States. During the last 2 years, however, studies have indicated an 
increasing resistance of the malaria-carrying mosquitoes to the new insecticides 
which means that we must move immediately in a major effort if the opportunity 
is not to be lost. Active research is under way by many interested manufac- 
turers to discover new and more efficient insecticides, but the results of this 
research are little more than hopes at this time. 

In 1956, a detailed study and analysis of eradication was made by the Inter- 
national Development Advisory Board, utilizing the services of America’s top 
malariologists. The recommendations contained in their report are in essence 
that the United States Government through the ICA embark on an expanded 
program of malaria eradication over the next 5 years in collaboration with the 
various international organizations already engaged in this activity. 

The International Cooperation Administration has made an intensive and ex- 
tensive study of malaria eradication and finds that it is technically and ad- 
ministratively feasible to achieve this goal. A proposal has been developed 
which outlines the salient technical features, points out the legal necessities 
and estimates the funds needed over a 5-year period of United States participa- 
tion. If there is no objection, we should like to include in the record the full 
description of this program as it appears in the Non-Regional Presentation 
volume, pages 119-132. 

Aside from purely technical considerations, three important conditions must 
be met if success is to be achieved : 

(1) The program must be truly interregional as well as intraregional for the 
malaria-carrying mosquito recognizes no political boundaries. Fortunately, the 
international organizations such as the World Health Organization and the Pan 
American Sanitary Organization have effective collaboration with governments 
in areas where ICA programs do not exist. 

(2) The program once begun must be carried through to its completion. 
Eradication is an “all or nothing” matter. 

(3) The program will succeed only through a major concentrated effort 
within the minimum time limit in which the United States joins its resources 
and technical competence with other nations and international organizations in 
a carefully coordinated single and, at the same time, joint attack on this 
scourge. 

For practical purposes, the 5-year target for malaria eradication is sound and, 
on the basis of our best estimates, the total cost—excluding Africa south of the 
Sahara and 1 or 2 other inaccessible places—will be approximately $515 million 
over a 5-year period. 

It is anticipated that the governments of the malarious countries will spend 
the equivalent of approximately $364 million from their own resources. The 
World Health Organization, the United Nations Children’s Fund, and the Pan 
American Sanitary Organization, will be able to spend approximately $42 million. 
We are proposing that the United States be prepared to provide the balance of up 
to $108 million which will be required to do the job and which must be forth- 
coming from other than the above-listed sources. (See table 1.) 
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For fiscal year 1958, the first year of the 5-year program, we are requesting 
$23.3 million for malaria eradication purposes including the conversion of present 
control programs to eradication, the institution of new bilateral programs, and 
appropriate contributions to the eradication activities of the international organ- 
izations, WHO and PASO. A summary of the funding for the past 2 years com- 
pared to this proposal is contained in table 2. 

The specific amounts to be requested in future years will depend in each in- 
stance on annual assessments of accomplishments to date. It should be noted 
at this point that malaria eradication is more costly in the short run than malaria 
control programs, which have averaged something over $10 million annually for 
the last several years. In the long run, however, the advantages of eradication 
from a financial point of view are obvious when compared with the indefinitely 
continuing cost of control. Some illustrative unit-cost information is attached 
as exhibit I. 

Personnel requirements for this program have been carefully studied. We now 
have 19 trained technicians working in 13 countries and 1 working in Washington. 
We estimate it will be necessary to increase this number to approximately 40 
to work in 24 countries during the peak year of activity, 1960 or 1961. It will 
also be necessary to employ four persons in Washington. 

As we achieve eradication in various countries and the host country nationals 
can assume all the continuing responsibilities, certain of the Americans will 
either be moved to other areas or be returned to the United States and to their 
former occupations. The grades for these technicians will range between FSR-7 
through FSR-2, with the greatest need at the FSR-5 level. 

This is a completely unique moment in the history of man’s attack on one of 
his oldest and most powerful disease enemies. Failure to proceed energetically 
might postpone malaria eradication indefinitely. A strong push now would 
undoubtedly be an excellent investment for all concerned, including the United 
States. We, therefore, are requesting in the Mutual Security Act for fiscal year 
1958, the authority to utilize funds available in the act in such amounts and 
through such means as may be required to move forward energetically with this 
program in fiscal year 1958. 



































TABLE 1.—Summary \—Estimated funding (all sources) for malaria eradication by 
fiscal year 


[In millions of dollars] 


| Fiscal years 

, + Total costs 

| | fiscal years 
1956 | 1957 | 1958 | 1958-62 











60 nations of free world 2 (exclusive of United | 


eee petonel 3 weet GRO hccaawece adie } 61.0 | 325. 2 
WHO... a : i a -| Bat Bala esian } 2. ¢ 10.0 
UNICEF. 8. 32.0 











A: 

Bilateral programs_-_----- Ena ed 11.9 | 3. 4 
Special grant to WHO__-__- Ssiin sii eagle abmcotaate ti badaaiintiiamians 5.0 | 17.0 
Special grant to PASO---- ne <cgutiie teenie 1.5 2.0 | 8.0 








Total ar = 23.3 | 108. 4 
Loan capital: Public Law 489 and/or other 


oe seal ete ellaalel wines inhenietndlinlaetedie nid atone 12.9 | 39.6 
Grand total____-. viewed sane aoess GG ho nsncusamnes 107. 2 515. 2 


1 Summary of table 2 from full program description of malaria eradication in mutual security program 
fiscal year 1958 estimates (norregional programs volume, p. 132). 
2 Figures do not coincide in all cases with United States fiscal years. 
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Exursit I 


MALARIA—ILLUSTRATIVE UNIT Cost INFORMATION 


Per capita costs* 


africn -(anmual ook ok Bu a eee ee . $0.41 
BghOr igi sce he A i i ie JL ee J . 455 
Bastern' Meditemrawene. Sousa ii ee a a . 20 
Southeast Ate. Lo. alee hee a ee aa Ly 1 
Weatéert Paeci6e.. se ee ee eee = .175 
MOPOPE te ee a el aa 2 ee anaes . 20 


mo ee Joint Committee on Health Policy, J. C. 8/UNICEF—-WHO/1, Apr. 19, 


Percentage breakdown of costs 














Item India! Thailand ! Worldwide 2 
Percent Percent Percent 
Pen ois hh Sin his J dtind didi tke 33 41 45 
IE, - nag ath.cwnacbbemniiega~ dipaapcsidagmndnateicas 51 46 35 
Equipment_....... se tnaaatoe temnaaieetia nantbaneubseuteshermemdpehiial 2 2 5 
TERS DOPORTIO . oc. eanscn cede dlieicds Li ssacbsdaandascusenane | 9 8 10 
BM iscellaneous...........-.0.<-<~sasibissubied aidsedupsdedbucdssece 5 3 5 
a htineadinedammmntinaiatiat 
Wien satscontakudsanenagnbadedatianeunersaameinadamaaae | 00 


100 | 100 1 


1F.S. Dy: Present Status of Malaria Contre in Asia, WHO Bul. V, 11 (4-5): 761, 1954. 
mahi aa Pampans, WHO, Letter to F. 8. Brady, Mar. 16, 1956, Cost Estimates of Worldwide Malaria 
gram 


INDONESIA Mataria Controt PRoGRAM 


Doliar equivalent contributions 














United 
Year Indonesia States WHO Total 

(ICA) 
OO08. cei. at ieind it SU. a de $3, 300, 000 | $2, 700, 000 $46,470 | $6,046, 470 
NR a cibinidnatcshaicabilohineke tenia daeaee 4, 260,000 | 2, 658, 136 52,696 | 6,970,832 
i it iiniesa-onsinsssiplnnsniascetaiiiilic nce ecaenteaitiaialaleiniieeeiaaaaanG 5,655,000 | 3, 159, 000 75, 045 8, 889, 045 

Fiscal year 1957 ICA object breakdown 
United States Perseniiet: «eth Bg eee $104, 136 
TOCH OIG 6 oe oe eee ee et SOS, sacaegnainate 2, 097, 233 
bye ring ee a Le 8 SO ac dee eso 101, 300 
Laboratory Cauinpiient..5..6n nage pcndibancipisguc pean iguana 10, 000 
BEGCGY VRIES ‘ET Tee ee Se ee eae 287, 967 
Bieeaheval’ (HOGS, Wee) i a A eee 3, 500 
CR PURTIN TRIE” SET UUON CI ern a ca Bk oreo eyade milage serie eeignieremmeen aan 54, 000 
BE eee re erect rasa atten eae eta er teee ete ae tet eee eee 2, 658, 136 

Local employees funded by Indonesia 

| 1957 1958 

Lotal employeeee. ls oi oii nein ln ccte ls dewk th etd sde belie 9, 782 114, 664 
House spraying teams_. (onset bbs. chsscpsecmuddwed bocphiebbidieedaiel 1, 334 } 2,200 


' Estimate. 
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INTERNATIONAL COOPERATION ADMINISTRATION STATEMENT ON INTERREGIONAL 
EXPENSES 


GENERAL 


ICA-supported technical cooperation projects are, of course, carried out in 
behalf of particular cooperating countries which have specifically requested the 
advice and assistance involved. The basic costs of such projects are included 
in the various specific country and regional programs which have already been 
presented. However, there are three types of technical cooperation costs which 
it is not practicable to charge back to individual country and regional pro- 
grams and projects without getting into expensive cost accounting and general 
paperwork. These are therefore charged against a central “interregional ex- 
penses” account which in turn is made up out of the various applicable ICA 
appropriations. 

The proposed expenses for fiscal year 1958 under this heading total $15,130,000. 
This will provide $3,630,000 for interregional projects and $11,500,000 for inter- 
regional program expenses. No separate appropriation is requested to cover 
expenses incurred under this heading in view of the fact that funds for this 
purpose are provided for under other mutual security program requests. Under 
the provisions of section 522 (f) this special account is maintained for account- 
ing and control purposes and costs incurred for program activities which relate 
to 2 or more geographical regions and which apply to more than 1 appropria- 
tion are initially charged to this account. As of the end of each fiscal year such 
expenses are finally charged to applicable appropriations. 

The general types of expenditures which are covered out of this interregional 
fund are: 

(1) Costs of personnel and other services provided by ICA, the Department of 
State, and other United States Government departments which are required for 
the successful implementation of the technical cooperation program. These are 
designated as “Interregional Program Expenses” and are further explained 
below. 

(2) Certain contractual services performed by universities and other public 
and private organizations which are also required directly to support specific 
country technical cooperation projects ; and 

(3) Certain special projects and activities which themselves provide desired 
technical: assistance to cooperating countries but where the units of service 
provided to each country are small or unpredictable and which therefore would 
inyolve elaborate paperwork if they were to be set up as individual projects 
for each country. 

INTERREGIONAL PROJECTS 


The latter two categories are lumped in the ICA presentation book under the 
heading “Interregional Projects.” 

These include such activities as contracts with land-grant colleges to cover 
their costs in providing advice and assistance to ICA-sponsored foreign par- 
ticipants who spend one or a few days on their campus; or for special inter- 
regional training programs. 

This category further includes contract costs for providing foreign participants 
who come to the United States for training such supporting services as reception 
services, special orientation programs, special English language refresher train- 
ing, interpreter services, etc. 

Thus, under a contract arrangement with the State Department, their reception 
centers meet incoming participants at ports of entry, welcome them to the United 
States and see that arrangements are in order for them. The psychological 
value of receiving a warm welcome on arrival is of great importance in develop- 
ing a favorable impression of the United States. 

The newly arrived foreigner, rather than being immediately plunged into his 
technical training, is given a period of orientation at the Washington Interna- 
tional Center which is operated by the American Council on Education under 
a contract ICA has with the State Department. Here, the program is designed 
to acquaint a foreigner with the main features of the American social, economic, 
and political system. 

For those participants who need improvement in their English-language ability 
in order to get the most out of their United States experience, additional lan- 
guage training is given under a contract with American University. 

Where a team is visiting the United States for a short-term project and their 
English is deficient, interpreters are supplied to accompany the team. 





MUTUAL SECURITY APPROPRIATIONS, 1958 493 


Finally, ICA has arranged contracts with a number of United States profes- 
sional societies under which the societies follow up on former ICA participants 
after they have returned to their homes to keep them in touch with late tech- 
nical information and maintain their ties with the United States. 

Among the special projects included are contracts to prepare and provide 
various special technical publications and information to cooperating countries. 

Many of the less-developed countries do not have available for their technicians 
the technical literature and other technical publications that are essential work- 
ing tools. There is frequently little awareness of recent technical developments 
which would be of invaluable assistance in improving the technical quality of 
their work. Through the interregional fund our technical offices supply and 
ship limited quantities of essential technical publications. These materials are 
also very useful for inservice training of participating country technicians who 
have not had the benefit of United States training. By making technical mate- 
rials available for training purposes, the quality of the participating govern- 
ment’s technical operations can be greatly improved. 

Again, this fund will support the costs of continuing a contract with the Tudor 
Engineering Co. to assist less-developed countries by assuring that adequate engi- 
neering and engineering-economic review has been provided for their economic 
development projects. 

While individual projects have and will continue to be terminated when they 
have served their purpose, there will be a need for activities of this kind as long 
as ICA has responsibility for technical-assistance activities. 


INTERREGIONAL PROGRAM EXPENSES 


As has been indicated, this category of expense includes expenses of personnel 
in ICA and participating agencies backstopping the furnishing of technical 
assistance to other governments and their nationals. It includes technical back- 
stopping for field operations, including the development of technical material 
for use abroad, technical assistance to field personnel or in respect to field pro- 
posals, and related subprofessional, stenographic, and typing services. 

It includes ICA and participating agency costs related to the planning, schedul- 
ing and training of foreign participants including review of applications, place- 
ment, training, and supervision of trainees, making travel arrangements and 
evaluation of the results of training activities. 

Also included are costs related to the provision of housekeeping and supporting 
services to United States technicians and contract emplo) ees overseas by embassy 
staffs, thus eliminating to the maximum extent possible the necessity to establish 
separate facilities by ICA where such facilities already exist. 

This category of expenses also provides in fiscal year 1958 for (1) contributions 
to the Civil Service retirement fund heretofore financed from a governmentwide 
appropriation, and (2) provision for the financing on a worldwide basis the cost 
of an improved personnel program including expanded provision for employee 
training, the introduction of a small corps of junior technicians and provision 
for full staffing of key field technical positions. 

The increase of $1,665,000 contemplated in fiscal year 1958 will provide ap- 
proximately (1) $420,000 for contribution to the civil-service retirement fund, 
(2) $1 million for the new personnel program, (3) $81,500 for increased costs of 
training for the Departments of Commerce and Labor, and (4) $163,500 for 
additional State support costs. 


ConTROL Act EXPENSES (MuTUAL DEFENSE ASSISTANCE CONTROL AcT oF 1951), 
PusLic Law 213, 82p CONGRESS 


Statement of Irving I. Kramer, executive officer, office of the deputy director for 


Mutual Defense Assistance Control (MDAC), International Cooperation 
Administration 


This statement is in extension of information contained in the budget presenta- 
tion now before this committee. 

The narrative portion of that presentation outlines the purposes of this ap- 
propriation request—to carry out the obligations of the Mutual Defense Assist- 
ance Control Act of 1951—i. e., the control of strategic trade between East and 
West. That presentation also requests a $1.3 million budget to fulfill the planned 
program for fiscal year 1958 which was based on a level of operations anticipated 
to remain generally the same as in the past few years. 
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The Senate and House have both cut our authorization to $1 million for fiscal 
year 1958. f 

The fiscal year 1957 appropriation was $1,175,000, Our obligations were 96.5 
percent of our annual plan. 

During fiscal year 1958 there is the new requirement of providing for the civil- 
service retirement fund contribution which will mean the addition of 644 percent 
of the total personal service cost. Changes in salary levels authorized by law 
will average another 2 percent increase, while an additional smaller amount will 
be required by increases in other costs. All these extra costs will have to be 
absorbed within a reduced appropriation, with a consequent lowering of the avail- 
ability of actual operating funds. 

In order to operate at this reduced level we have had to notify the Departments 
of State and Commerce that their allocations of Control Act funds are being 
considerably reduced. Their services to the administration of the act will be cut 
accordingly. 

The Department of State requested $600,000 in Control Act funds to support its 
activities in fiscal year 1958. State’s allocation under the new authorization will 
be reduced by $112,000. The Department of Commerce request was $232,000 
which it has been necessary at this time to reduce by $87,000. ICA has reduced 
its planned budget by $101,000. 

This severe curtailment of essential services attendant upon the $1 million 
authorization brings us before you to request that the Senate Appropriations 
Committee grant the full amount authorized. 


Mutua. Securtry Program, MutuaL DEFENSE ASSISTANCE ConTROL ACT, 
FiscaL YEAR 1958 


MUTUAL DEFENSE ASSISTANCE CONTROL ACT EXPENSES 


General narrative statement 


The purpose of the Mutual Defense Assistance Control Act of 1951 is to in- 
crease the strength of the United States and its allies and to impede the ability 
of the Sino-Soviet bloc to conduct military operations by the maintenance of a 
system of security trade controls prohibiting or limiting the export to the bloc 
of strategic materials which would enhance its warmaking power. The United 
States mutual defense assistance control program, as well as its overall economic 
defense program, is an integral part of the cooperative defense effort of the free 
world. It is administered in a manner designed to preserve free-world security. 
Continuing efforts are made to adjust the lists of strategic items to the realities 
of current world conditions and to achieve a more effective control of strategic 
trade by adopting and improving enforcement measures and procedures. 

The administration of the security trade control program is the responsibility 
of the executive branch of the Government. The Deputy Director for Mutual 
Defense Assistance Control, under the Director of the International Cooperation 
Administration, serves as the coordinating center for the program. The Eco- 
nomic Defense Advisory Committee (EDAC), chaired by the Deputy Director 
for Mutual Defense Assistance Control, is the coordinating machinery for the 
development of the United States position on international security export con- 
trols. Eleven government agencies are represented on the EDAC. Their par- 
ticipation is financed in part by allocations of funds from the Mutual Defense 
Assistance Control Act appropriation, and in part by funds included in the regu- 
lar agency appropriations. 

The coordinated views of the United States Government on economic defense 
matters are presented by the permanent United States delegate to the Paris con- 
sultative group structure. Within this structure, the strategic trade controls of 
15 participating countries, including the United States, are examined and co- 
ordinated with the object of establishing and maintaining an agreed international 
system of controls. Multilateral discussions in Paris, as well as bilateral ne- 
gotiations in the capitals of the participating countries, are frequently attended 
by technicians from the various United States Government agencies which sup- 
port the United States delegation with technical advice and data. 

In addition to the above, as relates only to the highly industrialized countries 
in the consultative group structure, there is the added requirement of bilateral 
discussions in all aid-recipient countries to the extent that they are exporters of 
controlled items, or in a position to transship those items to bloc countries. 
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The Control Act itself requires that the administrator study the administra- 
tion of export-control measures in aid-recipient countries. It has been found to 
be advantageous to bring selected personnal from some of the lesser experienced 
countries to the United States for short periods of indoctrination. 


Control Act expenses 


During fiscal year 1958 there is every reason to believe that existing conditions 
will require the continuation of the program at approximately the same general 
level as in the past. The major factor contributing to the slightly increased 
budget estimate for fiscal year 1958 over fiscal year 1957 is the retirement fund 
contribution of $58,000 required under Public Law 854, 84th Congress. Such 
changes as may result from recent discussions in CHINCOM (part of the consulta- 
tive group structure) will still have to be formally considered in the senior 
committee. It is anticipated that any resultant tightening of control lists will 
in fact necessitate an increase in activities to coordinate the implementation of 
new approaches by the 15 participating countries. We foresee an increase in 
the number of bilateral and multilateral conferences ineident to such action. 
This is reflected in a $43,000 increase estimated for travel costs and a relatively 
firmly estimated $4,000 addition to operating expenses made necessary by rising 
costs. 

Although the same overall staffing pattern is contemplated, changes in salary 
levels authorized by law plus a smaller anticipated lapse will require an addi- 
tional $20,000. 

These requirements when added to the basic figure of $1,175,000 which, over 
the past few years, has been relatively stabilized, yield a total estimated Control 
Act expense plan of $1,300,000. 

For tiscal year 1958, this amount would be allocated as follows: 


Dil Minded —ahehdp ex dot ARs Satie al Sain acca ncapetins nated alias tp acti gee es $468, 000 
NN irene cciecaaics staan Rnecim ennai snl Rennintecetadiediigeaadaete 600, 000 
Dyeitewree. i i nbs uk BW c catkins pecs aeons 232, 000 


Within ICA, the bulk of the allocation goes to the Office of the Deputy 
Director for MDAC, whose task has been outlined above. In addition, there 
is a small economic defense staff within ICA but separate from the MDAC 
office. Its function is to represent the foreign economic assistance interests 
in those interagency groups which have a relationship to the economic defense 
program. A portion of the ICA allocation also goes to finance the seven-person 
ICA contingent in the USRO Office of Security Trade Controls. The main 
function of this contingent is to provide regional coordination of enforcement 
and operational activities among the participating countries. 

The Department of State allocation from the Control Act appropriation for 
fiscal year 1958 was set at $600,000. In the departmental service the main part 
of this is used to finance economic and trade analysis work which the Office of 
Intelligence Research carries out in support of the Control Act program. An- 
other portion is allotted to that office (ECD) which represents State on 
committees dealing with economic defense and coordinates these matters within 
the Department. Overseas, Control Act funds help to finance the State con- 
tingent in the USRO Office of Security Trade Controls, which has the basic 
task of representing the United States in the international consultative group 
structure in Paris. It also provides financial support for the economic defense 
officers and staffs in various embassies, etc. around the world who carry on 
foreign negotiations on Control Act problems and provide field reporting essen- 
tial for economic defense purposes. The Control Act funds allocated to the 
State Department supplement funds provided out of the regular State Depart- 
ment administrative budget. This makes possible that intensified level of ac- 
tivity necessary to cope with the difficult problems related to the control of 
East-West trade. 

The remaining $232,000 of the Control Act fund for fiscal year 1958 is pro- 
gramed for the Department of Commerce to finance its participation in this 
program. The Commerce Department primarily provides international trade 
data material necessary in carrying out the program, including those specific 
aspects required in reports to the Congress under various sections of the Mutual 
Defense Assistance Control Act. It also furnishes technical advice in the con- 
sideration of commodities for control. 

The Departments of Defense, Treasury and CIA also play major roles in 
the execution of the Control Act program. However, neither they, nor AEC, 
ODM, Agriculture, or Export-Import Bank receive any Control Act funds to 
supplement their regular operating funds devoted to the program. 

94737—57 32 
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MuvtTvat Security ProGRaM 


Mutual Defense Assistance Control Act expenses, all agencies totals—Comparative 
summary of obligations by object class 


Actual 1956 total Estimated 1957 Estimated 1958 
total total 
| 


Description 


Num-j| Amount | Num- Amount | Num- Amount 
ber | ber 





| 
Permanent positions 150.0 | $1,015, 946 141.0 $977,902 | 141.0 $980, 842 
Deduct lapse___- _....| —14.1 | +91, 920 —6.0 | —53, 239 —4.4 — 38, 002 
Deduct portions of salaries “paid from | | | 
CEE RARER oak oso ik ces ce wicstincn ccd . 3, —& 7 | 8, 585 —8.7 —44, 075 


Net permanent positions 27. 380, 6 126.3 881, 078. 397.9 898, 765 
Regular pay above 52-week base 3 1, 982 
Payment above basic rates civilian personnel: 

Allowances (living and quarters) 62, 216 5, 2 76, 312 
Differential for service overseas_..........|-...-.-.- 5, 300 | , 862 | 4, 862 
Overtime and holiday pay ol | 1, 610 | 3, 462 |_ ? 3, 942 
Terminal leave 0 | 8, 149 | le < ; 5, 300 
Reimbursable 
Other 


Total American personal obligations_... | 128, 1 962, 330 | 127. 97 l, 166 


Local employees. Hise) 2 8.0] 17,8%| 8 18, 850 
Pay above basic rates_ Sale aie mane a ‘ 








Total local employee obligations -._-___- ; { 0 | : 18, 850 


Total personal services obligations - ----- | 136.1 | 135.3 | 36. ¢ 1, ,010, 225 


Personal services-_----- segue saeane 30, gnececel S 1, 010, 225 
Travel. ad z 5, 056 |.....- DEE Lesannwen 133, 961 
Transportation of things_-_--__- matter MOG 155,555 Oe Bras os 18, 543 
Communication services_................- . 15, 010 15, 010 
Rents and utilities __- To hee 9, oeetie 12, O88 3 12, 088 
Printing and reproduction --_----..2..---. Jad j a0, 008 t2e3. 153: 19, 975 
Contractual services. .---. ia panel , of ala 16, 117 
Other Government agencies serv a el De acapella 3, 946 5, 57% mo : 6, 172 
Supplies and material on See 5, 615 | ‘ 8, 178 
Equipment ISAAC. Had Aeek ; 1,618 
Grants, subsidies, and retirement con- | | 

tributions - ine ¢ 35 }_. ; 57, 626 
Refunds, awards, and indemnities_- | : e.bae . 100 
Taxes and assessments_............-.-----|-- | 908 biioii: 387 











Total obligations an cenaeee tn --------| 1,300, 000 


Mutual Defense Assistance Control Act expenses, all agencies—Comparative summary 
of obligations by object class—Domestic 


ab | 
International Cooperation Administration... _. 35.0 | $273, 160 35.0 | $ 
State aie Ae i . . 32.0 213, 681 31.0 
Commerce --------- molt REAM Oe aa 276, 080° 43 0. 


Permanent positions_.-_.._- enitd | 113.0 762, 21 107 0 2,; 
Deduct lapse | —12.6 —81,854 | —5.8 | —51, 830 3 — 36, 919 
Deduet portion of salaries paid. from other | 

accounts bt 5 ; ; —&8 | —43, 400, —8 7 43, 585 | 7) —44,075 

Net permanent positions____ : | 916 | 637, 667| 925] 643.945 94. 661, 307 

Regular pay above 52-week base | j 1, 882 widths : 1, 982 

Payment above basic rates civilian personnel: 
Allowances (Q)__ eee ea | R9 “ ai . - 
Overtime and holiday pay-.----- a ‘ dit 1, 610 ; 3, 062 2, 942 
Terminal leave_-__.._----- ds boeid / 2, 849 ; 

Reimbursable. -. . = ine *. ed a 4, SOB. lvseus wr aes decid 
Other...__-. es sce sete 350 Tae Tos 212 


Total personal services obligations. ____- ¢ | 645, 692 | | 647, 226 ¢ 666, 443 


Personal services_.....-......- ea 645, 692 |. ___. | 647, 220 : 666, 443 
Travel _ : hey 12, wat. aos 48, 398 : 84, 261 
Transportation of things ; ae ener ae eee 4s dd 48 
Communication services , Lea 3 Ria liéace 2,912 
Rents and utilities es alae mnt aie ial Poet o+6 oe 176 
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MUTUAL Security ProcgkamM—Continued 


Mutual Defense Assistance Control Act expenses, all agencies—Comparative 
summary of obligations by object class—Domestic—Continued 





Actual 1956 Estimate 1957 Estimate 1958 


total total total 
Description 


Num- | Amount 
ber 


06 Printing and reproduction _____- 

07 Other contractual services ; a 
07a Services performed by other agencies... _- ooh 
08 Supplies and St ba De Lams 

09 Equipment.- le eaadataeaes ect A we ‘ 
11 Retirement cam naeeel 

13 Refunds, aw ards and indemnties_- } 

15 Taxes and assessments_......_- 





oo 


Total domestic obligation ......__- Nee 3, : 728, 289 Sotaee ea 





Mutual Defense Assistance Control Act expenses, all agencies—Comparative sum- 
mary of obligations by object class—Overseas 


Actual 1956 Estimate 1957 Estimate 1958 
total total total 


Description aoe Stioeebansoodain 


Num- | Amount | Num- | Amount | Num- | Amount 
ber ber ber 


— ational Cooperation Administration __- 10.0 | $64, 77 7.0 | $45, 290 7 $45, 290 
: . 27.0 | 188,255 7.0 | 193, 251 27. 193, 251 
34 


Permanent positions a siecle 37.0 253, 025 34. "238, 541 


238, ‘Al 
Deduct lapse-..-........---- Seu ‘ —1.5 | —10, 066 —.2 —1, 409 


—1, 083 
| 
Net permanent positions._.............-- 35.5 | 243, 959 3. 237, 132. q 237, 458 
Regular pay above 52-week base aaa eaaticn a 
Payment above basic rates civilian personnel: 
Allowances (living and quarters) -. } ‘ 62, 127 
Differential for services overseas_ ..-.----- 5, 300 
Overtime and holiday pay a cs abi csichatananl 
Terminal leave __-- a eee 1.0 5, 300 
i 


Total American personnel obligations. 36. 5 | 316, 638 | 34.8 | 232, 946 34.9 324, 932 


Local employees__.......----_-- ; 8.0! 17,82] 801] 18,850 3. 18, 850 
Pay in excess_-. : aa ‘ ‘ 68 ; 





18, 850 


Total local employee obligations_ ___- . 1, 894 | \ 18, 850 


Total personal services obligations- --_-_- 4 5 334, 532 2.1 ~ 342, 796 42. 9 | 343, 782 





ee ee ee tals 337, 532 | ‘ 342, 796 j....... 343, 782 
02 Travel ca stented 42, 811 42, 700 |..-- 49, 700 
03 ‘Transports ition of things . < ee 18, 415 18, 495 
04 Communication services_................-.- 8, 429 |_.._- 12, 098 12, 098 


05 Rents and utilities__ ee account OR .-| 11,912 11, 912 
06 Printing and reproduction. winidbcnagpmauinel 55 80 


07 Other contractual services nena 9, 783 
07a Services performed by other agencies___.___- acaba 
08 Supplies and materials. __ ined 5, 004 
09 Equipment_._....__- a Seinthigsiibin olla 1, 330 
11 Retirement 
13. Refunds awards and indemnities 
15 Taxes and assessments._- 





Total overseas obligations_____....- 426, 049 
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MuTUAL SEcuRITY ProgkRAM—Continued 


Mutual Defense Assistance Control Act expenses, International Cooperation Ad- 
ministration—Comparative summary of obligations by object class—Domestic 


and overseas 


Actual 1956 





Estimated 1957 





Estimated_1958 












































total total total 
Description —. es 
| 
Num- | Amount | Num- | Amount | Num- | Amount 
ber ber ber 
DD/MDAC...-- pews —psokedeSans a 28.0 | $214, 260 28.0 | $214, 440 28.0 | $214, 440 
a ak eet agi nunavaat panel 7.0 58, 900 7.0 58, 475 7.0 58, 475 
EE eee deta cnccknavascudathmnosan 110.0 64, 770 7.0 45, 290 7.0 45, 250 
Permanent positions_........-.-- M 45.0 | 337,930 | 42.0 | 318, 205 42.0 318, 205 
Reet WAG a on cteesienceict--- peeeder —5.4 | —41,0385 | —3.7 | —36,310 | —2.1 —21, 051 
Net permanent positions-- 39.6 | 296,895} 38.3 |__..._._ ey. 
Regular pay above 52-week base____. ae By BED ceva ncnghtenetictiy nines nis 1, 000 
Payment above basic rates, civilian personnel:| 
Allowances (living and quarters) -.._.....-.-| 11, 115 se 18, 302 |.---.-- 18, 362 
Overtime and holiday pay senuegbesn 1, 551 picelcil 2, 900 3, 500 
Additional pay for services abroad_____.__- uk 1, 230 j..-...- RbacAbicod . wid tenn ose 
Terminal leave pVnecre nek denn aeangh ann heme anne 2, 849 ashay wspe 
Reimbursable----. | 1, 245 doh : 
EE 350 |... f--<=- 
Total, personal services obligations_ __.__- 89.6 | 316,388 | 38.3 303,097 | 39.9] 320,016 
“= 
EE ee ee | wwe | O56 OF 1....5..- 303, 097 Lisiaethite 320, 016 
ee rae Se iicennce 56, Pe aaidede 99, 153 
03 Transportation CCIM. cai ct Sosute see Ss eee Ep aee booc.ce 8 1, 580 
06 Printing and reproduction---_............._}.---...- Gaee Sckecccax b SRP Aeccs cad 12, 000 
eee ee | 4, 932 |....- wow O28 t......5% 7, 560 
7a Other Government agencies services __-_-_- 3, 946 |_.... Ra Bac esainsl 5, 200 
08 Supplies and material Li eckdee | WS Fe 158 |. 150 
11 Grants, subsidies and retirement contribu- | | 
Ne aad Eee Rea getebibnel cbékerionanibe hte Roaseminas 21, 891 
13 Refunds, awards and indemnities___......._|.....-.- he ee i 100 
SS Daxces ahd qascweiats... .. 2052. 25 se 5.5. cnc ss. ee $66 }.-....-- 350 
eRe inn a iiccsnpisvbls-|iskl... 359, 759 |........ 382, 500 |_..._._- 468, 000 
| 





1 Included for 1956, 1 each Italy, Austria, Germany, 
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MuTUAL SEcuRITY ProcgRAaM—Continued 


Control Act, International Cooperation Administration—Comparative summary of 
direct obligations by object class— Domestic 


| 


Actual 1956 | Estimate 1957 | Estimate 1958 
total total total 
Description antennal lanai 
Num- | Amount | Num- | Amount | Num- 
ber ber | ber 
| 
>t 


Deputy Director for MDAC _._.. a an . $214, 260 28.0 | $214, 440 . $214, 440 
Deputy Director for Technical Services_. , 58, 900 7.0 58, 475 ; 58, 475 


Permanent ene. ieivsccier Mtabeetaian : 273, 160 | 35. 0 | 272, 915 q 272, 915 
Deduct lapse-_....-.-. ea a aia” s —38, 088 | —3.5 | —35, 016 
Net permanent positions.......__..._- ; 235, 072 
Regular pay above 52-week base. - : oe 915 
Payment above basie rates civilian persqanels 
Quarters ._ : 
Overtime and holiday pay 
Terminal leave_-_..-.......- 
Reimbursable. ---.-.--- 





Total personal services obligations 


Personal services 

Travel___. 

Printing and reproduction... 

Other contractuaPser vices ” 
Services performed by other agencies 
Supplies and equipment. 
Retirement.__- 

Refunds, awards and indemnities 
Taxes and assessments 














Tots chiestiems.......-.......-..25--«. | 264, 


Mutual Defense Assistance Control Act expenses, International Cooperation 
Administration—Comparative summary of obligations by object class—Overseas 


SOM/Italy- 
U SOM/ Austria. 
USOM/Germany..-- 


7, 630 
270 

8. 525 
4,770 


Permanent positions 
ie 2, 947 


Deduct lapse _ - 


USRO ' | ; $40, 345 


Net permanent positions_._. 
Regular pay above 52-week base _- 
Payment above basic rates civilian personnel: 
Allowances (living and quarters) __. ‘ Snthtaem , 026 18, 302 
Overtime and holiday pay : Sates’ 400 
Additional pay for services abroad - 
Other. ‘ eas —_ 


Total personal services obligations. .-.._--| 5 | , 317 d. 62, 698 | 
Personal services... -- 317 | | 62, 698 
Travel . , 511 | 8, 000 
Transportation of things | | , 475 | 1, 500 
Contractual services , 144 4, 200 
Supplies and materials 51 | 
Grants, subsidies and retirement contribu- 

tions » — 
Taxes and assessments 302 300 os 300 





Total obligations... 94, 800 76, 698 |_.......| 89, 064 





Domestic and overseas ICA total 359, 759 : 382, 500 j....... 468, 000 





500 
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MovuTUAL SEcuRITY ProcgRamM—Continued 


Mutual Defense Assistance Control Act expenses, Department of State—Comparative 
summary of obligations by object class—Domestic and overseas 


Description 


Actual 1956 
total 


Num- | Amount 





Departmental 
I ee nS ane aeeeee 


Permanent positions. -................-..-- 
Deduct lapse 


Net permanent positions_..............--- 
Regular pay above 52-week base 
Payment above basic rates civilian personnel: 
Allowances (living and quarters) 
Overtime and holiday pay 
Differential for services overseas 
Terminal leave 


Total American personnel _--_.-._- saci aioe 


De I ts nccomaseaneenens 


ai 25 ag aiid teense ; 


Total local employee obligations 
Total personal services obligations ----.---- 


PEIN GER WUE ciacicineic cc neesn~stcecoens 
Travel 


Transportation of things_--.....-.-..----- ake 
Communication services._..........-------- a 


Rents and utilities 

Printing and reproc juction 

Contractual service 

Other Government Agencies Services -_--- 

Supplies and material 

Equipment____- : 

Grants, subsidies and retirement contribu-_ 
tions____- 

Taxes and assessments ._- 


Total obligations 


| 





$213, 681 
188, 255 


401, 936 

| —20, 995 | 
380, 941 
714 


51, 101 





8.0 804 


Estimate 1957 
total 


Num- | Amount 


| $213, 531 
193, 251 


406, 782 


5, 300 


460, 469 | 


Estimate 1958 
total 


———— 
_ 0 | “18,3 


Num- | Amount 


ber 


31.0 
27.0 


$213, 531 
193, 251 


406, 782 
—15, 079 


58. ( 
—2. 


_ 47.0 | 460, 469 


“80 


18, 850 





65.0 | 


460,020 
| 460, 020 
52 28, 300 
oe 





10, 929 | __- 





479, 319 
34, 808 
16, 963 
15,010 | 
12, 088 

915 


7,707 


972 





479,319 | 6 


65. oO Ps 
479 319 
34, 808 

16, 963 

15, 010 

12, 088 

915 


Department of State Mutual Defense Assistance Control Act expenses—Comparative 
summary of obligations by object class—Domestic 


Zconomic affairs___- 
European affairs 
Intelligence research - - 


Permanent positions 
Pe ERR eae er 


Net permanent positions_-.-.___- 
Overtime and holiday pay 
Night work differential - 


Total, personal services- 


01 Personal services_.......---- 

02 Travel___-. 

03 Transport ation of t hings é 

04 Communications 

05 Rents and utilities 

06 Printing and reproduction ae 

07 Contractual services -_- 

07a Other Government agencies (PBS services) - 

08 Supplies shaken 

09 Equipment_--_-_- 

1l Grants, subsidies and retirement “contribu. 
tion __- 


Total obligations 


= 


9.0 | 


1.0 | 
22.0 


$60, 066 | 
7, 570 | 
146, 045 | 


9.0 | $60,066 | 
1.0 | 
21.0 | 


$60, 066 


7, 570 





213, 681 | 
—13, 876 


"199, 805 | 


32.0 | 
—2.0} 


30. 0 


30.0 


199, 805 i 


199, 805 


31.0 | 
—2.0 | 


29.0 | 


213, 531 | 
“14, 964 

198, 567 | 
442 


213, 531 
—14, 964 


31.0 | 
—2.0 | 


29. 0 | 198, 567 


212 |__- 


29.0 | 199, 221 


199, 221 | 


108 |__- 





221 
108 
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2, 912 
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219, 000 
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Murua. Security Progkam—Continued 


Department of State, Mutual Defense Assistance Control Act excpenses—Comparative 
summary of obligations by object class—Foreign Service 


Actual, 1956 Estimated, 1957 | Estimated, 1958 







































Description | 
Num- | Amount |} Num- | Amount Num- | Amount 
ber ber | ber 
= wate hat sae ee eT 

Total American personnel: 
European affairs......-.......-.-.---.---- | 20 | $138,820] 20 | $141,610| 20 | $141,610 
Far Eastern affairs ___. by oh iL ached 5 34, 645 5 35, 536 5 35, 536 
Near Eastern affairs. .._.. eee eee 2 12, 290 2 12, 605 2 12, 605 
Office of personnel--._.._...-..---- pA rtead ae nai a Gee t3..5.2-. 3, 500 | ceil ci 3, 500: 
Permanent positions__ al : - sf 188, 255 | -0O | 193, 251 193, 251 
Lapse. : i, 5S Se. SS —1.0 —7, 119 |-.-_---| —115 |...--.-- —115 
Tememtnel WB GO 6 ekiaanSncnaie.oad-wssihindtesinn 1.0 5, 300 1.0 5, 300 | 1.0 5, 300 
Differential ae ee : ‘ al : © GP } 2222: 4, 862 |__-._- 4, 862 
Pe me Oeeee.. . oases Sa iS <cubsies 6 eee ar | Aecbefsn cobb 
Allowances. - -- Sate F p at instae Lateoninateat 4a Tie “ 67, 950 | ~ 57, 950 








23.0 | 261, 248 





Total American personnel............-..-| 27.0 | 242,321 | 


| 


261, 248 





Total local employees._...............--------- 17, 826 "8.0 as” 850 as 8.0. 18, 850 
PES We Ci ince kcnintennccetenntia Retcuaicmal of apa wa sloncostanaesc aaa 
















17, 804 8.0 | 18, 850 | 8.0 18, 850 


260,215 | 36.0 | 280, 008 | 36.0. 230, 098 





Total local personnel __- 








Total personal services obligations - --- 











Ch Penden deities a ack. ar |} 260,215 |_...._- | 280, 098 Rood 280, 098 
eae eae te naan bed ahal SP bsodsenst 34, 700 }-..----. 34, 700 
03 Transportation of things__...- =e tee pinball 13, 201 |. eal 16, 915 }....... 16, 915 
04 Communication services....................].--...--| GSO Aicce~ers 12, 098 |- waggle 12, 098 
05 Rents and utilities fetes Sea arriee tied ile eS lr) SRE poe 11, 912 
06 Printing and reproduction - Ji 5b) 5d ees 3 | Aptis | Ob. besciatik | Seis. <a 80 
07 Other contractual services - - - -- Jcqntamaimiientnas4 5, 639 |...-- 7,008 |s~<- 7, 368 
08 Supplies and materials___.-.--- Salinger ninnreee EM Bocininaas 6 1 faa 6, 140 
09 Equipment Jo-s---2e | ATOR ticck as) | a 630 

11 Grants, subsidies, and retirement contribu- | | | } 
EINES, .ncncnnehandnacenadiedeneadiost arden OE dtl 20 ¥-26-,5i: $6 4..245 11, 022 
eile 37 


Taxes and assessments. -- i a ate ee | : : ss 37 | 
























231, 249 Teas |_ 370, 013 cS 381, 000 


Domestic and overseas state total._.......|__._.-_- ~ $34, 054 |. Sais] 577, 500 |._.-...- | 600, 000 





Control acl, Department of Commerce—Comparative summary of obligations by 
object class— Domestic (no overseas) 











Bureau of Foreign Commerce: bas | 
Office of Economic Affairs.............-.- =S | $157, 065 27.0 | $155,460 | 27.0 $157, 265 
Office of Export Supply-.-...------.-------- 18.0 | 119,015 | 140] 97,455 | 14.0 | 98, 590 
Permanent positions...................... | 46.0 | 276, 080 | 41.0 | 252, 915 41.0 | 255, 855 
Whsdidee Wadley... « ¢4.0isaatteudatscssie. cones. 4 —5.7 | —29,890 —.3| —1,850| -—.3| —1,872 
Deduct portions of salaries paid from other ac- | | 
GaN La od ded | —s.8 | —43, 400 | 87 | —43,585| -87| —44,075 
Net permanent I secsgcceessasccson Oe} 202, 790 | | 32.0] 207, 480 | | 32.0 | 209, 908 
Regular pay above 52-week base__-- dis z 967 SS ae 982 
Payment above basic rates, civilian pe rsonnel: | | | oe 
Overtime and holiday pay iad whom a alelbab | 59 Sad 120 | Rains 
Total personal services obligations - ------ 31. 5 | 203,816 | 32. 0 | 207, 600 } 32. 0 210, 890 
01 Personal services a eee-----|--------| 208,816 | .......| 207,600 i a | a 210, 890 
02 Travel dawae Saeeadonnl 372 |_-- oa iio. Se bas 
06 Printing and re production - atl 10, 317 " eee leaereees 7, 060 
07 Other contractual services- _- 819 | 830 | soon 850 
11 Retirement_--- S6b65 65s . : Rat _ | - aol 13, 200 


Total obligations ................-.- | 215, 324 _..| 215,000 |........| 232, 000 
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AMOUNT REQUESTED 


Senator ELLeENvER. What is the total amount requested for facilities 
assistance ? 
Colonel Crrrz. They vary by project. The facility assistance pro- 
gram is $20 million. 
DISTRIBUTION OF PRODUCTS 


Senator Ture. Mr. Chairman, may I ask, the products of these 
factories, who purchases the products? 

Colonel Crrrz. In the area concerned, sir, we have no commitment 
to buy from them and we have not bought from them. 

Senator Toye. Who are their customers? 

Colonel Crrrz. The countries primarily in Europe. 

Senator Tyr. What is the nature of the manufacturing estab- 
lishments? It is defense, is it not? 

Colonel Crrrz. Yes, sir; entirely defense. 

Senator Tuyr. And the countries such as France and the United 
Kingdom are the market for the output of their plants; is that right ? 

Colonel Crrrz. That is right. 

Senator Ture. And it is ammunition ? 

Colonel Crrrz. New weapons; everything. 

Senator Torr. NATO buys it? 

Yolonel Crrrz. That is right. 

Senator Toye. We are a part of NATO so now we are asking to 
tool and further expand the facilities and then we turn around and 
buy it back ¢ 

Colonel Crrrz. We are not buying it back. 

Senator Tuye. But, sir, we are a part of NATO. 

Colonel Crirz. I mean we are not buying from these factories. The 
NATO countries themselves are doing the buying over there. 

Senator Tuyr. Yes; but we are part of NATO and we furnish 
quite a substantial sum of the appropriations that makes NATO 
function. 

Colonel Crirz. I agree with that, but let me explain the differen- 
tiation. 

Senator Toye. The thing I am now confronted with is that we are 
closing our plants in our own country and we are now asking for a 
simple sum of $30 million, or $20 million, and we are going over there 
to expand the facilities then we make the contr ibution to NATO to 
finance the purchase or to be the customer of an expanded plant which 
is in competition with our plants that we are closing down. Am I 
right or wrong? 

‘Colonel Crrrz. Senator Thye, the contribution we make to NATO 
has no bearing on the purchases from these plants. Our contribution 
to NATO is for such things as construction of airfields and harbors 
and the operation of the headquarters. That is the only monetary 
contribution we make. 

Chairman Haypren. At the request of Senator John Stennis, I will 
place in the record an article from the November 1956 issue of Con- 
sulting Engineer entitled “An Engineer Looks at Foreign Aid,” by 
Harry A. Kuljian. 

Also I have received a letter from Mr. John C. Lynn, legislative 
director, American Farm Bureau Federation, concerning this pro- 
gram, which I will insert into the record also at this point. 


MUTUAL SECURITY APPROPRIATIONS, 1958 503 


(The material referred to follows :) 


AMERICAN FARM BUREAU FEDERATION 
Washington, D. C., July 24, 1957. 
Hon. CARL HAYDEN, 
United States Senate, Washington, D. C. 


DEAR SENATOR HAYDEN : The American Farm Bureau Federation has expressed 
its concern over the budget proposed for the 1957 mutual security program. 
While a great deal has been accomplished to date in Congress toward adjusting 
this budget, we feel that additional reductions should be made. 

You will recall that approximately $2 billion was appropriated for military 
assistance in fiscal 1957. We are now advised that a request will be made to 
reappropriate $500 million of these funds for the fiscal year 1958 program. This 
indicates that about $1.5 billion was spent for military assistance in fiscal year 
1957. Yet, the administration has proposed a budget which would spend $2.4 
billion for this category in fiscal year 1958. This would be an increase of $882 
million in current rate of spending—a 58-percent increase. It would seem, there- 
fore, that additional cuts could be made in this category without jeopardizing the 
program. 

If funds expended under defense support were actually limited to assistance 
necessary to support the military establishment in countries which would other- 
wise be unable to support such military establishments, and if military assistance 
was maintained at the same level as fiscal year 1957, it would be possible to limit 
the budget for military assistance and defense support to $2.1 billion This would 
represent a $1.2 billion savings on the administration’s original request. This we 
recommend. 

Under the current authorization of Public Law 480 (the Agricultural Trade 
Development Act), approximately $2 billion of foreign currency will be generated. 
About $1.2 billion of these currencies has been earmarked for economic develop- 
ment. Farm Bureau has recommended, and the current Public Law 480 exten- 
sion bill provides, an additional $1 billion of authorization for fiscal year 1958. 
This will generate an estimated $400 milion which will be used for economic aid. 

If full account is taken of these funds, it would seem possible and advisable to 
substantially reduce the amount of dollars appropriated for the development 
loan fund, technical cooperation and special assistance. 

In this regard, we would like to refer to the attached table which indicates 
our specific recommendations. Adoption of these recommendations would result 
in a total savings of $1.9 billion from the administration request. 

You will recall that the Mutual Security Appropriation Act of 1956 limited the 
United States contribution to the so-called United Nations expanded technical 
assistance program to 3314 percent in fiscal year 1958 and subsequent years. 
Farm Bureau believes that the United States contribution should not exceed 3314 
percent and we would recommend that the Congress give consideration to the 
gradual (not to exceed 4 years) elimination of this fund and to a gradual increase 
of the FAO regular budget. 

We will appreciate your careful consideration of these recommendations as 
the Appropriations Committee takes up the Mutual Security Appropriation Act of 
-1958. We would like for this letter to be made a part of the record. 

Very truly yours, 
JOHN C. Lynn, Legislative Director. 


Fiscal year 1958—Mutual security program 


[Millions of dollars} 


| Administra- Farm Bureau | 





| 
tion request | recommenda- | Savings 
| tion ! 
| } 
| 
in A Rah nnn E ES Eee J Stas 
Military assistance____ a eee - 2, 400 p 
Defense support : 900 } 2, 100 | 1, 200 
Development loan fund (economic aid) 500 100 | 400 
Technical cooperation ___. , wei ‘ 152 65 | 87 
Multilateral aid a 113 100 | 13 
Special assistance . Soee 300 100 200 
Total , 4, 365 2, 465 1, 900 
Unexpended balances (estimated) June 30, 1957. _- 6, 000 saad , a 


1 In addition to the maximum use of funds acquired through Public Law 480. 
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AN ENGINEER LOOKS AT FOREIGN AID 


Extension of remarks of Hon. John Stennis, of Mississippi, in the Senate of the 
United States, Thursday, January 17, 1957 


Mr. Stennis. Mr. President, I ask unanimous consent that an article from 
the November 1956 issue of Consulting Engineer, entitled “An Engineer Looks 
at Foreign Aid,” by Harry A. Kuljian, of the Kuljian Corp., be printed in the 
Appendix of the Record. 

This article discusses the author’s impressions of the various aspects of our 
foreign-aid program. I found it both interesting and informative. Construc- 
tive criticism which he offers might well be of interest to the other Members 
of the Senate. 

In my opinion, Mr. Kuljian pointedly and effectively raises some serious 
points that are a challenge to the Congress. I hope his article will be read 
and seriously considered by each Member of the Congress. 

(There being no objection, the article was ordered to be printed in the Record, 
as follows:) 

AN ENGINEER LOOKS AT FOREIGN AID 


(By Harry A. Kuljian, the Kuljian Corp.) 


As an American consulting engineer and president of the Kuljian Corp., 
engineers and constructors, it has been my privilege to travel extensively in 
visiting our projects throughout the world. On these travels I have had the 
opportunity to observe the operation of our foreign-aid program and to note 
its effects on the political and business conditions of many of those foreign 
countries. I have talked with political and economic leaders, and I know their 
reactions to our aid program. 

I have just returned from another long trip to India, Pakistan, the Middle 
East, and Europe, and on this trip I made it a particular point to study our 
aid program. I think it is important for consulting engineers to know what 
results we are getting for our tax moneys, and I would like to offer some sug- 
gestions that would make it possible for us to get more from the money we 
spend. It seems to me that consulting engineers should be personally concerned 
with our foreign-aid projects, for so much of the money is going to help build 
up the less industrialized areas of the world, and consulting engineers are in- 
volved in these activities as part of the practice of our profession. 


BACKGROUND OF FOREIGN AID 


As a result of the destruction during World War II, a tremendous amount 
of rehabilitation had to be undertaken to clear cities, rebuild railroads and high- 
ways, and provide new public utilities and manufacturing plants. The United 
States Government realized the necessity for this type of work and hurried 
to aid European countries under the Marshall plan. This was one of the finest 
efforts that we, as Americans, could have undertaken, for it was necessary to 
put these distressed countries back on their feet. The Marshall plan did its 
job well and has come in for very little criticism even from those who oppose 
foreign aid of any type. It was necessary to feed the hungry people of Europe 
and provide them with funds whereby they could reestablish their industry. 
It is agreed that the Marshall plan was an emergency measure that aided Europe 
economically and aided us politically in preventing many of the countries that 
leaned toward communism from actually falling into that chasm. 

Following the Marshall plan, the department handling foreign aid changed so 
that it became the point 4 program, the FOA, the MSA, and now ICA (the In- 
ternational Cooperation Administration). As the initials changed, so did the 
objectives of foreign aid, and emphasis has shifted from Europe to the less de- 
veloped areas of the world. Currently, the ICA has thousands of men in foreign 
countries whose job it is to help in educational, sanitation, and agricultural pro- 
grams. They also have industrial people whose job it is to assist in the industrial 
development of the areas. 

I am convinced that our country is generous in its objectives and that these 
efforts are high moral attempts to improve the lot ef the people of the world. 
Without education, sanitation, a sound agricultural economy, and industry of a 
type that suits the area, no country can hope to feed its people, and without food 
in their stomachs, there can be no peace and contentment in their lives. 
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These ideas are excellent, and they are in accordance with all high moral and 
ethical tenets. There can be no doubt that our efforts are the most humanitarian 
that have ever been taken to make this world a place to live in peace and happi- 
ness. However, merely because our intentions are good, we have no guaranty 
that the results of our efforts are equally excellent. 

It is necessary to study the United States foreign aid program step by step to 
see how it goes about its job, what the results have been, and what the foreign 
countries receiving the aid think of us. 


EDUCATIONAL PROGRAM 


We have sent to the less developed countries experts in the field of education. 
[It is their job to set up schools and help educate both children and the uneducated 
adults. In studying this aspect of the work, I am of the opinion that a good job is 
being done. The educators who have been sent abroad seem to get along well 
with the educators of the foreign nations, and results prove that much is being 
done to eliminate illiteracy. However, this is a long-range program that will 
take many years. Those who are taught in 1 or 2 years to read and write then 
must go on through the lower grades and into high schools and colleges. A 
country with a high percentage of its population illiterate cannot become an 
educated nation overnight. 


AGRICULTURAL AID 


Our aids to agriculture have been extremely successful. Our experts have 
taught these primarily agricultural people the way to do more effective farming. 
They have been shown ways to mechanize farming and have been taught the 
benefits of fertilizer, crop rotation, and all of the other developments of modern 
agriculture. They have been taught by our expert land classifiers to spend money 
and develop promising ground and to avoid pouring money into ground that ie 
not worth either the money or the effort. 


PUBLIC HEALTH WORK 


Progress is also being made in the field of public health. Sanitation, of course, 
is one of the primary problems, and our public health officials have been ex- 
tremely valuable to these people in showing them what they needed in the way 
of water supply, sewerage disposal, and other health matters. They have dis- 
tribuated medicines where needed to stop serious outbreaks of disease, and they 
have taught the people the basic principles of healthful living. 

We might say, then, that our efforts in education, agriculture, and public health 
have been generally successful. Also, I feel that the people of these countries 
appreciate this aid. These three fields of endeavor touch them very closely. 
and when an adult learns to read, a farmer learns how to operate a tractor, or 
when the village is sprayed with DDT, these are all personal enough contacts for 
the people, individually, to appreciate the efforts of the donor and feel a close- 
ness. 


INDUSTRIAL DEVELOPMENT LAGGING 


Unhappily, I must report that we have done nowhere near so good a job in 
industrial development. There is a difference here. All of our experts in all 
fields must deal with the politicians and bureaucrats of these nations in making 
our contribution to them. This is not so difficult in education, agriculture, and 
health, for the objectives are clear and there is general agreement. Industrially 
itis a different matter. Here politics really enters the picture. In those nations 
there are bound to be differences of opinion as to which industries should be 
built up first, which should be government owned, and where the factories 
should be erected. This, and similar problems, causes great bickering and delay 
among the local politicians. Our industrial men, supplied by the ICA, make 
recommendations to the planning boards and then sit back and wait for deci- 
sions. These planning boards work for month after month trying to come to 
some sort of agreement among themselves. Our industrial men in the ICA sit by 
and wait, giving perhaps a little help here or there—but very little is asked for, 
and advice given without request does more harm than good. Even the most 
enthusiastic ICA expert who has to put up with this type of bickering and lack 


of decision, soon loses interest in his job and gives up trying to fulfill his 
mission. 
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PERSONNEL COMPLICATIONS 


The general personal history of a mission man goes something like this. A 
young Government employee is sent to India, for example, to aid in setting up 
a paper nill. He is enthusiastic about the job, and while he may not know 
too much about paper mills from a technical point of view, he gathers what 
information he can and heads for India to be of service. As soon as he gets 
there he makes the necessary political contacts, offers his services, and sits back 
to wait. In a few weeks a member of the planning board comes to him with a 
technical question. While the ICA man is quite good at industrial management, 
let us say, he does not know the technical process for producing the -sulfite 
necessary for the paper mill. Yet it is a technical question that the planning 
board asks, so the ICA man wires Washington to try to get the answer. When 
he gets the material needed, he finds that the planning board is no longer in- 
terested in this, but is working on another aspect. After a series of frustra- 
tions, the ICA official finds that about all he has to do is to sit in a local bistro 
and talk to other Americans. 

After a few months of this, a regular routine of living is established that 
centers primarily around finding some way of entertaining oneself while wait- 
ing for the planning board to make some decision. The once dedicated official is 
now a part of the American set who spend most of their time in the cafes and 
nightclubs, behaving in a manner that might seem quite all right in the United 
States but is out of place in the East. 

As I had pointed out to me in Asia, “You sent us for a century only religious 
missionaries who taught us that the quiet, calm, sober life was the type admired 
most in the West. Now you have, since the last war, sent us only those who 
seem to be trying to disprove this.” 

As a result, we do not leave a good impression in the foreign countries, and in 
addition, we send a good man to a foreign land, but when he comes back to 
this country he is quite a different person. 


SOCIALISTIC MENACE 


However, there is an even worse result of the way in which we give our 
foreign-aid money for industrialization of the industrially backward foreign 
country. The money goes from our Government directly to their government. 
Their government then has the choice of loaning this money to private indi- 
viduals for the development of privately owned industry, or they can use the 
money to establish a government-owned industry. In all too many instances, the 
money is going to government-owned industries, and even where it goes to 
private enterprise, it is not infrequent for the government to nationalize that 
industry and take over the manufacturing organization as soon as they dis- 
cover that it is profitable. Therefore, it becomes clear that we are giving our 
money to these foreign governments in order that they might establish na- 
tionally owned industry. We are defeating private enterprise in these foreign 
countries while here at home we stand as the champion of private ownership. 
This inconsistency simply does not make sense. 

At the same time that we are setting up socialized industries with our own 
money, we also are doing harm to our American manufacturers. All too often 
the money expended for equipment goes to European equipment mannfacturers. 
These European manufacturers are famous for offering “free” engineering along 
with the sale of their products, and they are able to convince the foreign bureau- 
crats, and incidentally also convince many of our ICA men, that since their 
price appears to be cheaper that they should get the orders. Therefore, using 
our own money we have encouraged and supported European manufacturers 
over our own manufacturers, while establishing government-owned industries. 
The result is political, economic, and commercial foolishness. 


RECOMMENDED SOLUTION 


I do not believe it is right to criticize without giving some suggestion as to 
how the difficulties can be overcome. In this particular instance it seems 
rather obvious. We do not want to encourage government-owned industries— 
certainly not beyond public works such as hydroelectric powerplants, sewerage 
and water-disposal plants, or waterworks. If we are giving money for textile. 
rayon, fertilizer, or general chemical plants, or for iron and steel mills, and if 
we do believe in private enterprise, then our monev should go in such a wav that 
it will assist private enterprise and not a socialistic economy. Certainly, we 
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do not need to aid German or even British or French industry as of this moment 
against our own industrial exports. They are doing enormously well without 
our passing along to them orders coming fron: our foreign aid money sent 
to the Middle East or the Far East or South America. 

Instead of giving money we should give machinery and technical advice with 
the stipulation that this machinery go only to private enterprise. The new ad- 
junct to the World Bank designed to lend only to private enterprise is a step 
in the right direction, but we would do even better to supply the orders for 

equipment and machinery and for technical Services rather than supply the 

money for the purchase of this equipment and these services. Some of our 

World War II surplus is being sent abroad under the ICA program, but not 

nearly enough, and the orders for new equipment are too often going to foreign 
- firms. We should certainly receive assurances and formal agreements from all 

foreign countries receiving our aid that money and equipment being sent to 
them for private enterprise is not to be nationalized in the foreseeable future. 





JOINT VENTURES 














Our Government is overlooking another form of aid that would be of mutual 
value to our country and to the foreign country and, without question, would 
encourage private enterprise. The way to really build up these countries indus- 
trially—and on the basis of private initiative—is to construct industrial plants 
financed by American and foreign investors. If Pakistan or India wants to 
build a paper plant, for example, the best answer would be to finance that plant 
partly by American capital and partly by local capital. That would supply the 
foreign country with the capital needed, the technical design work, and the 
knowledge of operation that is necessary to assure a successfully run plant. 
Everyone concerned would profit. 


KULJIAN EXPERIENCE 





I know that this system works, for I am doing it myself. We have offices in 
India, Pakistan, and Iraq, all of which are operated as joint ventures with local 
engineers. In every instance we hold a slight majority of the stock, but this is at 
their suggestion rather than mine. I will gladly reverse this position at any 
time that they feel that they can get along without our having the majority vote. 
Under these arrangements we are training engineers who will, in a few years, 
be as good designers and constructors as any in this country. They are men who 
will be perfectly capable of operating their own offices, and I am encouraging 
them to set up their own private practice—with our technical assistance—when- 
ever they feel that they are able. There is no doubt in my mind but that this 
is a good foreign-aid method and that it only needs encouragement to involve 
the investment of many millions of American dollars in the building up of those 
countries. 




















INVESTMENT INCENTIVE 





It is true that few American manufacturers are anxious to invest money 
abroad in a country they consider politically unstable. Our Government could 
handle this easily. I believe that if the Government were to allow a tax exemp- 
tion of 5 or 10 percent of corporate profits invested in approved foreign industries, 
we would soon have a foreign-aid program greatly surpassing the one we now 
have and without additional burden to our Government. Furthermore, we would 
be encouraging private rather than socialized industry, and we would be dissemi- 
nating our technical knowledge in the finest way possible. By encouraging 
American industries to invest in American-foreign corporations, under a tax- 
exempt scheme, we could practically eliminate the industrial aid of ICA and yet 
get immediate results in the way of industrial development of those countries 
with a corresponding increase in their standard of living and their purchasing 
power. 


UNITED STATES CONSULTANTS CAN HELP 











No scheme such as this is as simple as it might sound in roughly sketching it on 
paper, but it can be worked out in a sound legislative manner. I am going to do 
everything I can to get this concept before my Congressmen and I am hopeful 
that my fellow consulting engineers will see the advantages of this pian and will 
aid me by calling their own Congressmen. Industrial development of any area 
is a professional duty of every thoughtful consulting engineer, and I hope that 
calling the attention of my own profession to this plan will be the best beginning 
for a worthy project. 
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REMARKS ON PRESENTATION 


Chairman Haypen. Before concluding the hearings today, I should 
like to commend the witnesses for the excellent presentation of the 
proposed mutual security program for fiscal year 1958. 

I should like to mention the fine job that has been done by the 
mutual security program on the presentation books which were pre- 
pared in a very orderly fashion and comprise a simple picture of a 
most complex program. 

Senator Tuye. I thought those were most informative. You can 
refer to any country and you have it in detail. I thought it was 
possibly the most informative method of laying before the committee 
all the detailed items. 

Chairman Haypen. We stand in recess until 10: 30 tomorrow morn- 
ing when we will hear from outside witnesses. 

(Thereupon, at 5:15 p. m., Tuesday, July 30, 1957, the committee 
was recessed, to reconvene at 10:30 a.m. , Wednesday, July 31 1957.) 
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WEDNESDAY, JULY 31, 1957 


Unitrep Srates SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The committee met at 10:40 a. m., pursuant to recess, in room F-37, 
the Capitol, Hon. Carl Hayden (chairman of the committee), presid- 
ing. 
Present: Chairman Hayden, Senators Chavez, and Dirksen. 


INTERNATIONAL COOPERATION ADMINISTRATION 
COOPERATIVE LEAGUE OF THE UNITED STATES 


STATEMENT OF JACK T. JENNINGS, ASSISTANT DIRECTOR, 
WASHINGTON OFFICE 


GENERAL STATEMENT 


Chairman Haypen. The committee will be in order. 

Mr. Wallace A. Campbell of the Cooperative League of the United 
States. 

Mr. Jenninos. Mr. Chairman, I am here in Mr. Campbell’s place. 
Iam Jack T. Jennings, Assistant Director of the Washington office of 
the Cooperative League of the United States. 

The Cooperative League is very happy to have an opportunity to 
present its views on the Mutual Security Act of 1958 to the Appro- 
priations Committee, for we feel that the decisions made in this com- 
mittee are vital to the security of America, as well as to our long-range 
development of a peaceful and prosperous world. 

The Cooperative League of the United States of America is a na- 
tional federation of consumer, purchasing and service cooperatives, all 
of whose members are taxpayers keenly aware of the importance of 
their tax money in both domestic and overseas programs. 


SUPPORT FOR ECONOMIC AID AND TECHNICAL ASSISTANCE 


The position of the Cooperative League on this issue has been deter- 
mined e its biennial congresses and by board and executive commit- 
tee action, and also through the annual meetings of our constituent 
organizations. The league has consistently supported the Govern- 
ment’s economic aid and technical assistance programs. 

Murray D. Lincoln, president of the Cooperative League of the 
United States of America, CARE, and Nationwide Insurance Co., 
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restated our position on May 21 of this year. In a telegram to Presi- 
dent Eisenhower, he said: 

The funds requested for long-range economic and technical assistance consti- 
tute our soundest foreign investment which is not only an investment in world 
peace, but leads to creation of higher living standards abroad which can mean 
greater markets and eventually greater prosperity at home. 

Since this committee is primarily concerned with appropriations, 
we would like to place special emphasis on a few aspects of the pro- 
gram. 

DEVELOPMENT LOAN FUND 


The development loan fund suggested by the administration places 
emphasis on repayable loans rather than outright grants for economic 
development. 

The loan program must grow in importance and eventually super- 
sede the grant program. To do this it is essential that the proposed 
development loan fund should have adequate capital plus a continu- 
ing authorization, so that long-range economic development plans 

can be based upon sound programs which have the approval of the 
C ongress. 

Under the legislation now before you, $500 million would be ap- 
propriated as initial ¢ apital for the development loan fund. 

The bill would further provide that the fund be authorized to bor- 
row from the Treasury $750 million in 1959 and $750 million in 1960. 
We wholeheartedly approve this proposal. 

In the establishment of loan funds by the United States Govern- 
ment there is ample precedent for the steps which are proposed. The 

recently established International Finance Corporation, the Com- 
modity Credit Corporation, the Export-Import Bank, the Interna- 
tional Bank, and the RFC were established with similar procedures. 

This procedure, however, does not provide an open end, for under 
the Corporation Control Act such organizations must present to the 
Congress a business type budget which will come before your com- 
mittee each year. 

The Congress automatically reserves the right to limit the Corpora- 
tion in its use of funds, and thereby exercise control over further 
capitalization if the program is not meeting the expressed will of the 
Congress. 

Since the new development loan fund would undertake loans which 
are, by their nature, more hazardous than those made by the World 
Bank, E xport-Import Bank, or the International Finance Corpora- 
tion, there is a tendency to refer to these as “soft loans,” and to write 
them off in advance as contributions rather than loans. 

Actually, the experience with the Export-Import Bank and the 
se specifically has been an early assumption that these loans would 
be soft loans, while experience has proved them to be both practical 
and profitable. 

The most dramatic experience with soft loans has been an agency 
set up by the West German Government to make loans to refugees from 
East Germany who came out without capital, collateral, or oppor- 
tunity. Many millions of dollars have already been repaid, with losses 
running at less than 2 percent in these highly uncertain loans. 

The need for authorizing the development loan fund for these first 
3 years should be obvious. Economic development in the under- 
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developed countries is a long-range job. Repayment of loans can 
come only if there is assurance that there will be adequate time for 
creating the productivity out of which repayment is to come. 

The Jong-term commitments—if you consider 3 years a long term— 
are essential if we are to encourage active financial participation of 
the governments of the underdeveloped countries and the lending agen- 
cles of the United Nations and other sources who participate with 
the United States Government in this program. 

We are pleased to be able to point out that the Eric Johnston re- 
port made a recommendation very much like that which is now before 
you in legislative form; and the Fairless committee recommended at 
least 2 years as a basic necessity to get the job done. 


TECHNICAL ASSISTANCE PROGRAMS 


Turning to another aspect of the program which we feel is essen- 
tial, we would like to give our wholehearted support to the proposed 
appropriation of funds for the technical assistance programs carried 
forward by both the United States and the specialized agencies of the 
U.N. 

Over the last several years the International Cooperation Admin- 
istration and its predecessors have carried forward a technical assist- 
ance program which has brought constructive and highly important 
results in the countries which are being served. The proposed appro- 
priation is modest, and is for an amount which is designed to keep the 
program going at approximately its current level. 

The technical assistance program is not only important as a meas- 
ure to create a higher standard of living in the underdeveloped coun- 
tries, but its long-range importance to the United States economically 
is that it will create important new markets for American products 
which, in the long pull, may very well more than offset the total cost 
of the program. 


UNITED NATIONS TECHNICAL ASSISTANCE 


Technical assistance through the United Nations accounts for an ap- 
propriation of only $1514 million, or less than four-tenths of 1 percent 
of the amount requested under the mutual security program. Un- 
fortunately, a rider written into last year’s appropriation would cut 
this figure by one-third, to approximately $10 million, an unwarranted 
and inexcusable cut which would jeopardize our role of leadership 
in the United Nations technical assistance program. 

The $1514 million requested is to meet our share of a fund of roughly 
$30 million provided on a voluntary basis by 83 nations in the United 
Nations. The funds are to be used for the expanded technical assist- 
ance programs of the U. N. Food and Agriculture Organization, the 
World Health Organization, the International Labor Organization, 
UNESCO, and the other specialized agencies of the United Nations 
and the technical assistance program of the United Nations itself. The 
program of the United Nations and these specialized agencies has been 
extremely popular and the contributions of the member nations have 
been growing year by year. 


94737—57——38 














512 MUTUAL SECURITY APPROPRIATIONS, 1958 


A The United States contribution at one time totaled 60 percent of the 
U.N. technical assistance budget. The increasing contributions from 
other countries has reduced our participation to an estimated 49.2 per- 
cent in the current fiscal year. This changed relationship has come 
even though we have gradually increased our contributions from $11.4 
million in 1952 to $15.5 million in 1957. 

I am sure this committee will be pleased to know that today four 
other countries are making larger contributions to United Nations 
technical assistance, measured in relation to their population, than is 
the United States. 


PER CAPITA CONTRIBUTIONS BY COUNTRY 


The annual per capita contribution of Denmark is 13 cents; Canada 
has contributed 12.8 cents per person; Norway, 11.1 cents, and Sweden, 
10.9 cents. These compare with a United States contribution of 9.5 
cents per capita. 

Measured on another basis, the United States contribution is 11th 
in ratio of contributions to national income. With such a measure- 
ment, the nations we have mentioned are joined by the Netherlands, 
New Zealand, Switzerland, Argentina, and the United Kingdom in 
larger proportionate contributions to the United Nations fund. 

On general aspects of the bill before you, we would like to point out 
that we agree wholeheartedly with the move to separate the authoriza- 
tion for military aid and defense support from the actual economic 
development and technical assistance authorizations in the bill. This 
point has needed clarification for many years. 


INTEREST OF CHURCHES IN FOREIGN AID 


In conclusion, we would like to call to the attention of the Appro- 
priations Committee one of the very dramatic series of hearings held 
by the House Foreign Affairs Committee earlier this year. This was 
a series of hearings on the concern of the churches for foreign aid. In 
these hearings the leadership of America’s great religious faiths pre- 
sented careful, responsible statements in behalf of their members on 
the need, not only to continue, but to expand our present move to help 
people abroad to help themselves. The Right Reverend Angus Dun, 
appearing at the request of Bishop Henry Knox Sherrill, president 
of the Protestant Episcopal Church in the United States, said: 

I am confident that I speak for a large majority of the responsible leadership 
of my church in urging that the United States should continue to develop, im- 
prove, and expand programs of technical assistance, economic aid, and inter- 
national trade, such as would make for stability, justice, freedom, and peace 
for the peoples of the underdeveloped areas of the world and for all nations, in- 
cluding our own. 

A similar attitude was indicated by the Reverend Dr. Ralph W. 
Sockman, appearing in behalf of the National Council of Churches of 
Christ in the United States, who said: 

Unless the United States awakens a fresh world expectancy, creates new 
hope, and offers programs of partnership with adequate, long-range economic aid, 
others may try to do so. America alone, of the great powers, can give in this 
world crisis spiritual confidence to the underdeveloped areas and nations. We 


of the churches are of the judgment that the time for courageous action on the 
part of our Government has arrived. 
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The record of the hearings is replete with statements of this kind, 
unanimous in the support of an expanded economic foreign-aid pro- 
gram. We contami to you the statements of— 

Father James L. Vizzard, vice president of the National Catholic 
Rural Life Conference. 

Dr. James H. Robinson, representing the Presbyterian Church in 
the United States. 

Dr. Paul C. Empie, of the National Luthern Council. 

Dean Constantine J. Kanzanas, of the Greek Orthodox archdiocese 
of North and South America. 

Mrs. Theodore O. Wedel, president of the United Church Women. 

Harper Sibley, former president of the United States Chamber of 
Commerce, representing Church World Service of the National Coun- 
cil of Churches, and many others. 


Chairman Haypen. Thank you for your statement, Mr. Jennings. 
Mr. Alfred Carleton. 


CONGREGATIONAL CHRISTIAN CHURCH FOREIGN MISSIONS 
STATEMENT OF ALFORD CARLETON, EXECUTIVE VICE PRESIDENT 


SUPPORT FOR TECH NICAL-ASSISTANCE PROGRAMS 


Dr. Carteron. Mr. Chairman and members of the committee, my 
name is Alford Carleton. I reside in Cambridge, Mass., and have an 
office in Boston as the executive vice president of the American Board 
of Commissioners for Foreign Missions. That organization, the old- 
est foreign-missionary society in the United States, carries on the 
overseas mission work of the Congregational Christian Churches. 

While I do not presume to.speak for each of more than a million 
members of those churches, I am here, however, at the suggestion of the 
officers of those churches and can speak as one who has a major respon- 
sibility in that denomination with regard to their concerns in matters 
overseas. 

Through my experience as a missionary in west Asia for a quarter 
of a century, through my membership of the executive board of the 
division of foreign missions, and on the department of international 
affairs of the National Council of Churches, I have had reason to ac- 
quaint myself rather thoroughly with the problems of international 
relationships, and of the conduct of philanthropic and humanitarian 
programs both in detail and in the larger perspective of international 
relations. 

Since I appeared before the Foreign Affairs Committees of the Sen- 
ate and the House early in June to give testimony on this same general 
topic, the American Board of Commissioners for Foreign Missions 
has also been designated to serve as the overseas missions agency of 
the United Church of Christ, in which the Congregational Christian 
Churches and the Evangelical and Reformed Church will be united to 
form a much larger unit among the Christian agencies of the United 
States. 

Our experience in international relations and foreign aid through 
the world mission and service program of the churches—I can best 
state my particular concerns in the matter of the foreign-aid program 
by giving considerable background from my own area of experience. 
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MISSIONARY CONTACTS WITH NATIONS ABROAD 


It is through the activity of Americans serving as missionaries 
abroad during the last century and a half that there originated the 
first cultural relationships between the peoples of the United States 
and large areas of the world. The first that most Americans ever 
knew of life in India, Africa, or the islands of the sea came in the 
published letters and reports of missionaries and missionary societies. 

For millions of peoples over great areas of the earth the first and in 
some cases the only white face they ever saw was that of the missionary. 

For better or for worse, he stood before Asia and Africa as the rep- 
resentative of the West. His wife came with him and his children were 
born abroad. 

So the first knowledge of the Christian home, and of the customs of 
western lands, came through the outreach of the Christian church into 
all parts of the world. 

With the preaching of the gospel, the missionary carried a concern 
about the health, the literacy, the education, the standard of living and 
the general welfare of the people among whom he lived. Schools 
and hospitals sprang up everywhere the mission of the church went. 

The growing specialization of the program and the development 
of secular private agencies in the field of technical assistance : 

With the passage of time it became evident that the technical-aid 
program of the mission in the form of schools and hospitals was 
— into large institutions, and constituting in some cases an un- 

ue drain upon the resources of the Christian mission. 

These institutions began to serve the non-Christian as well as the 
Christian, out of a sense of humanitarian interest if nothing more, and 
it was soon recognized that nonsectarian if not secular agencies might 
well be set up to handle the larger units of this program. 


MEDIOAL TRAINING CENTERS 


Out of this there grew great medical training centers like Vellore 
and Ludhiana in India, and great educational institutions in Peking, 
Beirut, Kyoto, Alahabad, Cairo, and a hundred other centers of the 
world’s population. 

The establishment of independent boards of trustees was the rec- 
ognized form of obtaining support for such institutions, and these 
independent boards later organized themselves into associations like 
the Near East College Association, or the United Board of Christian 
Colleges in Asia. 

In the field of relief for human need there grew out of the missions 
such great activities as the Near East Relief, the United China Relief, 
Greek War Relief, the Near East Foundation, and many others. 

Out of the same situation there arose the participation of the great 
philanthropic foundations in the program of health, medicine, educa- 
tion, and social uplift around the world. 

A notable example is the great program of public health carried on 
by the Rockefeller Foundation in connection with national govern- 
ments the world around. 

Recognition of the distinction between the Christian and the na- 
tional aspects of the program: 

Through the early years of this great program of international 
relations and foreign aid through the world mission and service pro- 
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gram of the churches, there was little distinction made, and little 
necessary, between the Christian workers and the Americans in most 
local situations in the other side of the world. 

There were few, if any, other Americans on the scene. America was 
not a world power and played no important part in the political 
scene. American products were not on sale in most of those lands. 
What the American or his family brought along in the way of simple 
inventions were those things which could be made from local raw 
materials. The capital involved was not great. There was no ad- 
vertising attached. 

What the missionary carried with him of the culture and economy 
of his nation, he did not for personal gain nor for political motive, 
but as part of the inevitable trappings of his life wherever he went. 

Furthermore, what we now call westernization was even more in 
demand on the part of the people among whom he lived than it was 
in the American’s mind as he went abroad. 

li the middle 19th century there was an epoch during which mem- 
ber of the Christian mission overseas worked very hard to prevent their 
schools being turned into institutions where the Enghsh language 
could be learned as a prelude to taking part in international commerce 
or even to emigration to the western world. 

With the passage of time, however, the situation changed. There 
began to be stirrings of economic rivalry, and resentment of political 
and economic pressure. Colonialism began to become a sin in the eyes 
of men and it was necessary to take thought for the relationship be- 
tween the mission and the nationality of the missionary. 

The address, the American Mission, which had for a hundred years 
been the natural postal address of the missionary was now preempted 
by the political, cultural, military, and economic missions of our Gov- 
ernment, and mail addressed to the American Mission began to be 
delivered to the embassies. 

So it became necessary to distinguish carefully between the Chris- 
tian mission and the nationality of the missionary. ‘The two were not 
necessarily in conflict, but the distinction had to be recognized. 

This was even more true as within the last 20 years there came in 
another factor. That was the great number of Americans traveling or 
living abroad. Tourists by the thousands, members of the armed 
services in some areas by the tens of thousands, diplomatic and com- 
mercial representatives by the score where previously there had been 
few or none in those categories. 

The effect of the presence of these others varied widely according 
to the political circumstances and the individuals involved, but at 
least: it ask evident to many persons that the words American and 
missionary were not always synonymous terms. 

New means of easy communication, the press, the radio, and, above 
all, the movies, made it clear that cultural and intercultural relation- 
ships are far more complicated than has been supposed by the aver- 
age man either side of the world. 

Too many Americans still feel that conditions the other side of 
the world must be either black or white, and that everyone must be 
either our friend or our enemy, without recognizing that there are 
all shades of opinion in between and that the nation whose interests 
may coincide with ours at certain points will find itself in sharp op- 
position at others. 
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EXPERIENCE OF CHURCHES IN CHOICE, TRAINING, AND ASSIGNMENT OF PERSONNEL 


One key to the importance of the Christian missionary through the 
years of his activity in the fields of international relations and foreign 
aid has been the fact that members of the Christian mission have been 
selected with great care, and often tested by their willingness to work 
under conditions of great hardship. Their motivation has been that 
of unselfish devotion. 

Furthermore, the workers in the Christian enterprise have been 
carefully trained in the use of the language of the people among whom 
they live. They have stayed long enough in one area to develop lifelong 
friendships and deep understanding of persons and the culture of other 
peoples. 

They have thus a degree of identification and of sympathetic under- 
standing which has rarely been attaimed by representatives of politi- 
cal, economic, or other activities abroad. In fact, the degree to which 
short-term programs of foreign aid, philanthropy, and other inter- 
cultural activity have been possible has often depended upon the pres- 
ence, in the staff of those organizations, of men who if not at one 
time missionaries, were at least the sons of missionaries. 

With the passage of the years, as indigenous national churches have 
been built up, the relationship of the mission to the church has been 
growing steadily in the direction of indigenous leadership and respon- 
sibility so that in many parts of the world today the foreign personnel 
which is at work is itself chosen by and invited by the church of the 
area in which the work is carried on. 

In other words, the foreignness of the Christian worker has been 
to a considerable degree overcome in favor of the common bond as 
Christians engaged in an international and interdenominational enter- 
prise which we now come to call the ecumenical movement. 

What the intercultural relationships of the Christian agencies have 
often lacked, in extent, and particularly in range of available re- 
sources, they have in many ways compensated for by increased depth 
in any particular situation. 


RECOGNITION BY CHURCHES OF NEED FOR GOVERNMENTAL PROGRAMS OF TECHNICAL 
ASSISTANCE 


With the passage of the years and the development of new means 
of communications as well as more refined techniques for foreign aid 
and assistance to underdeveloped areas, it has become evident that 
there were many things which the churches, or, indeed, the secular 
private agencies, were not fitted to accomplish. 

The entry of governments into this whole field of technical assist- 
ance is therefore cordially welcomed by others who have been the most 
active in this same field. 

National governments, often in the first flush of independence, have 
undertaken ambitious programs on their own. Mutual aid by a series 
of bilateral programs has become an accepted pattern of the develop- 
ment of life in the underdeveloped areas and the assurance of mutual 
strength and security. 

Tn certain areas multilateral projects, as through those of the U. N. 
technical assistance program, have been very effective. 

To meet even a fraction of the present needs of the world, funds are 
required to a greater scale than can be obtained through private re- 
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sources. Governments alone have the ability to coordinate programs 
and to set up development schemes on anareabasis, — 

By the very impartial secularism of government it is possible to 
work with peoples of other religions without raising sectarian issues. 

So the entry of governments into this area of aid to human need 
has been most cordially welcomed by those who still carry on their own 
smaller private programs of technical assistance in relationship with 
the Christian communities of lands overseas. 

Nor do we consider these governmental programs as merely a secular 
expression of political or economic concern. They are undergirded by 
the deep sense of moral and spiritual values that give meaning to life 
and that bind us together in the interdependence of humanity under 
the sovereignty of God. 


DETERMINATION OF DETAILS WITHIN THE PLAN AS A WHOLE 


This same experience has with the administration of work over- 
seas made it very clear to me that I have nothing to say here about 
the details of the application overseas of the program o foreign aid. 
The principle having been accepted, as I am glad it has been by the 
Senate, it is to be expected that the necessary appropriations will be 
made in line with that authorization, and the resources of expert 
knowledge, both in Washington and in each country concerned, will 
be drawn upon to the full in the elaboration of the projects of foreign 
aid and mutual assistance which will be carried on in consequence. 


POLICIES ADVOCATED 


Some policies on foreign aid advocated by the National Council 
of Ohurches of Christ in the United States: 

Through long experience in these fields, and careful consultation 
among their constituencies in this country, the churches have arrived 
at certain working principles, including the following: 

1. The continuing clarification of the objectives of our foreign-aid 
programs, and not just in terms of military security and narrow self- 
interest, but in terms of the broadest interpretation of both our own 
national interest and our obligations of economic as well as moral and 
spiritual leadership in the world. 

2. The separation of the economic aspects of foreign aid from the 
military in interpretation, authorization and administration. 

3. The expansion of private as well as public efforts in this field. 

4. The development of a more substantial program of economic 
development funds to help provide starting capital for newly develop- 
ing nations. Both public and private efforts need to be strengthened 
and expanded. 

5. The increasing of programs of technical cooperation and of the 
channeling of increased amounts of economic and technical assistance 
programs through the United Nations and its specialized agencies 
and through other multilateral and regional organizations. 

6. The facilitating of trade, as complementing mutual aid, in ways 
which will make it possible for goods to be bought and sold more 
readily. 

7. The development of a long term basis for financing, programing 
and administering mutual aid programs. 
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8. The employment of persons to represent us abroad in these pro- 
grams who have not only technical competence, but also fine character 
and qualities of sensitivity, concern, and understanding. 

The larger perspective on the matter of foreign aid program: 

Behind all these projects and policies there lie certain basic facts 
that influence all of us, and particularly those who have lived abroad. 
The United States is far away the richest country in the world, and 
that not only in material wealth, but in opportunity, intelligent good 
will, and the generosity of its citizens toward men and women, any- 
where, who may be in need. 

The result of that is that we have become envied by nearly every 
country of the world, something far more dangerous in the long run 
than being hated, for envy can touch our friends as well as our enemies. 

What is more, the gap between our standard of living and that of 
most other peoples in the world is actually widening, and the problem 
of interpretation across such a chasm becomes ever more difficult. 
Any wise program of foreign aid, however, helps to bridge that 
chasm. 

The larger the program the better, so long as it is wisely con- 
ceived and conscientiously carried out. The more carefully chosen 
are the Americans who represent us abroad in this program of under- 
standing between peoples, the more certain that the ultimate objectives 
of the mutual aid program will be attained. 

On the basis of Christian concern, therefore, I would support the 
position already taken by the National Council of Churches, that the 
United States should continue to develop, improve and expand pro- 
grams of technical assistance, economic aid, and international trade, 
such as will make for stability, justice, freedom and peace for the peo- 
ples of the underdeveloped areas of the world, and for all nations, 
ineluding our own. 

Since the beginning of this year I have traveled around the world, 
spending most of 2 months in Asia. I found there a warmth of per- 
sonal relationships between Asians and Americans. I found deep 
appreciation for what we have done, and what we have yet to do in 
matters of technical assistance and cultural relationships. 

I should also like to put in a good word for the very high quality, 
character, devotion and ability of the American diplom: tic staff 
abroad, whether in the field of diplomacy, or of information, or of 
technical assistance. To prove by wise programs of mutual aid that 
we are rich not only in money but in understanding, in technical skill 
znd in good will toward other peoples, will go a long way to cement 
our relationships with peoples essentially friendly, but disturbed by 
our wealth or our complacency—matters in which they are well in- 
formed by publicity that is not always of our own m: aking. 

To fail to do far more than we have yet done in cooperation with 
peoples who need and would welcome our aid would be to betray much 
of our American heritage. To do more in these ways is to build well 
for the future, not only “of our own people, but of all the world. 

Thank you, sir. 

Chairman Haypen. Thank you for a very interesting and informa- 
tive statement. 

Mrs. Elizabeth T. Farwell, of the National Congress of Parents and 
Teachers. 
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STATEMENT OF MRS. CLIFFORD N. JENKINS, CHAIRMAN, COMMIT- 
TEE ON LEGISLATION, PRESENTED BY ELIZABETH T. FARWELL, 
MEMBER OF THE WASHINGTON COMMITTEE ON LEGISLATION 


SUPPORT FOR UNITED NATIONS CHILDREN’S FUND 


Mrs. Farwetyi. Mr. Chairman, I have a brief statement which I 
would like to read for the record. 

Mr. Chairman and members of the committee, I am Elizabeth T. 
Farwell, a member of the Washington Committee on Legislation of the 
National Congress of Parents and Teachers. I am submitting this 
statement for Mrs. Clifford N. Jenkins, national chairman of legisla- 
tion. 

I am very grateful for this opportunity to appear before you to 
represent the National Congress of Parents and Teachers, a volunteer 
group with over 1014 million memberships. 

Our organization has supported and continues to support the pro- 
gram of the United Nations Children’s Fund. This is a relatively 
small program which, we feel, pays very large dividends in improved 
relations with other countries through the warmth of humanitarian 
feelings it inspires and through the emergence of the self-help meth- 
ods it encourages and sustains. 

The basic problems of maternal and child welfare are common to 
all the world, and in solving them we draw closer together. In days 
still torn with international strife and tension, we feel we not only 
should, but must continue our strong support of a program calculated 
to relieve some of this tension. 

We regard the $11 million request for fiscal 1958 as a very necessary 
appropriation for the continuation of the UNICEF program. We 
support this amount as the minimum necessary not only to maintain 
the program, but also to extend and expand it. 

To put a dollar value on our sincere interest in the children of the 
world would be an impossibility. That is, however, a specifie sum 
requested for a specific program with specific plans and we are con- 
vinced it is an invaluable way for the United States to assure the na- 
tions of the world of its continued concern over the welfare and health 
of children everywhere. 

Our organization has been proud of the role the United States has 
played in the development of the UNICEF program since its inception 
in 1946. 

We, therefore, urge this committee to appropriate the full request 
of $11 million for UNICEF. We believe that all children are our 
children, wherever they may live. 

Thank you, sir. 

Chairman Haypen. We thank you for your statement, Mrs, Far- 
well. 

Mrs. Jenkins. Thank you, Mr. Chairman. 

Chairman Haypen. Mrs. Virginia M. Gray, of the Citizens Com- 
mittee for UNICEF. 
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CITIzENS COMMITTEE FoR UNICEF 
STATEMENT OF MRS. VIRGINIA M. GRAY, REPRESENTATIVE 


GENERAL STATEMENT 


Mrs. Gray. Mr. Chairman, Senator Chavez, Senator Dirksen, I am 
Virginia M. Gray, the executive secretary of the Citizens Committee 
for UNICEF. 

The Citizens Committee for UNICEF is an informal clearing house 
of legislative information serving a number of national organizations 
which support continued United States participation in the United 
Nations Children’s Fund—UNICEF. 

Some of these organizations appear before you separately to pre- 
sent their views, while others, among them the following, have author- 
ized this joint statement: American Association of University 
Women, American Parents Committee, Association for Childhood 
Education International, Child Welfare League of America, Inc., Co- 
operative League of the U.S. A., Friends Committee on National Leg- 
islation, Methodist Church, Women’s Division of Christian Service of 
the Board of Missions, National Association of Social Workers, Na- 
tional Board of Young Women’s Christian Association, National Con- 
gress of Colored Parents and Teachers, National Council of Jewish 
Women, Spokesmen for Children, Inc., United Church Women, Wom- 
en’s International League for Peace and Freedom. 

Tam appesrans here today to request the contribution of $11 million 
to UNICEF by the United States during the coming fiscal year. 

In doing so, the organizations listed above are supporting the 
amount requested by the executive branch and authorized by the House 
and by the Senate. We support this contribution to UNICEF for the 
same reasons that we have supported the work in past years. 

If possible, we believe more firmly than ever in the value of what 
is being done to improve the health and well-being of the world’s 
children upon whom the future of our civilization as well as their own 
will depend. 

UNICEF’s achievements have justified our confidence in the past. 
The results have been good because the planning has been sound. 
Policies have been designed to foster the maximum degree of self-help 
and of local responsibility economy of operation, and an assurance that 
the benefits of the program will endure as permanent improvements 
after the initial] UNICEF assistance has terminated. 

A careful coordination of efforts among UNICEF, WHO, FAO 
and UNTA has enabled UNICEF to draw upon the technical guid- 
ance of these agencies and supplement their activities without dupli- 
cation. 

The needs continue, and we are confident that, with sustained leader- 
ship on the part of the United States, of which this appropriation 
would be the best evidence, the year ahead will see further important 
gains for the welfare of mothers and children. 

It is estimated that over 40 million children will receive help in one 
form or another if UNICEF can carry forward its part of the pro- 
gram. 
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PREVIOUS ACCOMPLISHMENTS OF UNICEF 


UNICEF's program in the past can be grouped into three main 
categories, allowing always a slim margin for emergency aid when 
disasters strike: Maternal and child welfare, disease control, and 
nutrition. 

Contributing governments numbered 81 in 1956; 311 projects were 
carried out in 98 countries and territories. Their success has been 
due in large measure to the following basic criteria: 

First, emphasis on fundamentals: UNICEF has succeeded in the 
past because it was planned to meet first things first. Therefore, a 
philosophy of attacking the most important threats to child health and 
welfare has resulted in the control of mass diseases over large areas; 
diseases such as tuberculosis, malaria, yaws, and leprosy which in the 
past have debilitated, if not killed outright, vast numbers of children. 

Another point of attack has been to improve child nutrition through 
the use of powdered milk and to develop local sources for assuring an 
adequate and balanced diet. 

Other basic child and maternal health and welfare services have 
been provided through the establishment and equipping of health 
centers, clinics, and hospitals, by training nurses wad midwives, by 
improving water supplies and other sanitary conditions. 


HELPING PEOPLE HELP THEMSELVES 


Perhaps it cannot be said too often that a contribution to UNICEF 
is not “just another giveaway” program. UNICEF aid stimulated 
the countries needing help to undertake their own child health and 
nutrition work. The assisted governments are required to match the 
financial help provided by UNICEF with equal contributions of their 
own. In practice, they have more than doubled UNICEF aid and in 
many cases more than tripled it. 

When the assisted government is required to allocate funds from its 
own tight budget, there can be real assurance that the funds will be 
well spent in terms of value received. 


ECONOMY OF OPERATION 


Although implied in the preceding paragraph, the economy of opera- 
tion of the UNICEF programs is such an important factor in past 
accomplishments that it cannot be overstressed. The fact that somuch 
good is made possible with such a relatively small amount of money 
continues to be amazing. { 

In 1956, for example, the United States contribution of $9.7 million 
was joined by other contributions and matching funds that altogether 
reached the total equivalent of $68.6 million, or, to put the matter in 
another way, the United States dollar was increased to $7 in terms of 
goods and services to the world’s children. 

To the economy minded public and to the Members of Congress, 
UNICEF’s record on this score is outstanding. UNICEF is not only 
a sound investment, but a really remarkable bargain in comparison 
with its cost to the American taxpayer, a pledge of $11 million for the 
fiscal year 1958 would cost each citizen about 6 cents. 

In relation to the total mutual security bill, this amount represents 
less than three-tenths of 1 percent. 
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FOCUS ON CHILDREN 


The value of a focus on children is that it serves to keep the main 
purpose of the program clear—and unconfused, These is almost 
universal agreement that children should be spared the needless suffer- 
ing of hunger and preventable illness, and should have the opportunity 
to grow up to be healthy and productive citizens. 


Under such a program there is the least possible danger of political 
or ideological implications. 


THE NEED AHEAD 


UNICEF has shown impressive ability to adapt its planning to the 
changing needs brought about by its own successes. UNICEF now 
has the know-how, the technical skill through cooperation with WHO, 
FAO, and UNTA, to produce really astounding results in the field 
of disease control and, on this basis, to contribute to the general proc- 


ess of a rising standard of living in the underdeveloped areas of the 
earth. 


ERADICATION OF MAJOR PREVENTABLE DISEASES 


Modern, medicine now has the means for the eradication or control 
of such major scourges as tuberculosis, malaria, leprosy, and yaws, 
within the foreseeable future. It now becomes a matter of the deter- 
mination and organization on the part of the governments of the areas 
where the diseases are prevalent. Much more can be done also by 
the early recognition and treatment of tuberculosis than has been possi- 
ble previously. A concerted attack should be made soon on trachoma, 
the cause of most. of the blindness in the world. 


HELP FOR AFRICA’S CHILDREN 


This vast continent is rapidly awakening to the: opportunities of 
twentieth century civilization; much help will be needed in many areas 
to continue the fight against disease and to teach health, nutrition, and 
sanitation to its millions of peoples. 


COMMUNITY DEVELOPMENT 


Tn order to maintain the physical and economic improvements that 
the eradication of disease is making possible, as well as to conserve the 
imvestments of time, personnel, and financial resources that have gone 
into the underdeveloped areas of the world, a program of education is 
essential, particularly for the mothers who bear the brunt of the 
eeapoitieibihity for the home and family life. 

It is of little use to save the lives of millions of people unless they 
are also taught habits of good nutrition, health, and sanitation so 
that they may maintain the almost miraculous gains which modern 
medicine has made possible. 

Here again UNICEF aid, provided in cooperation with other ap- 
propriate national and international efforts, can serve as an important 
catalyst for further development of local responsibility. 

With such glimpses of the immediate need ahead, the recommended 
appropriations of $11 million ‘for the United States contribution to 
UNICEF in the coming year is a reasonable, indeed, modest request, 
for which we urge your support and continued leadership. The pro- 
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gram clearly expressed the humanitarian ideals of the American 
people and serves the best interests of the United States. 

In conclusion, Mr. Chairman, may I say that I have been told 
repeatedly by members of the Senate, “You do not need to worr 
about UNICEF; everybody is for children. Everybody is for chil. 
dren and for the program.” 

My only concern is that they will be for children to the extent that 
an appropriation, because even a little cut can mean a big cut in the 
work that can be done for children. 

Thank you very much, Mr. Chairman, for this opportunity to make 
my state ment. 

Chairman Haypen. Thank you for a yery fine statement. 

Mr. Warren Griffiths, Friends Committee on National Legislation. 

Do you have a prepared statement ? 


FRIENDS COMMITTEE ON NATIONAL LEGISLATION 
STATEMENT OF WARREN GRIFFITHS, REPRESENTATIVE 


SUPPORT OF TECHNICAL COOPERATION PROGRAMS 

Mr. GrirFrrrus. I do, sir. 

I also have appended to it some quotations that come from the 
special committee studies. These quotations relate to what we con- 
sider some of the harm done by the military aid program. We would 
appreciate having that inserted into the record, along with my state- 
ment. 

Chairman Haypen. That may be done. 

Mr. Grirriras. My name is Warren Griffiths: 

I am professor of history and government at Wilmington College, 
Wilmington, Ohio, on leave to work this year as associate secretary 
for the Friends Committee on National Legislation, 104 C Street NE., 
Washington, D. C. 

This committee, in whose name I appear today, seeks to represent 
the religious concerns of members of the Religious Society of Friends— 
Quakers—but does not speak officially for that group, whose demo- 
cratic organization does not lend itself to official spokesmen. 

I appear here in support of generous appropriations for the bilateral] 
and multilateral technical cooperation programs, and the other eco- 


nomic and humanitarian programs included in the mutual security 
appropriation. 


REASONS FOR SUPPORT OF APPROPRIATIONS 


One reason is political. We believe that our country should, as a 
responsible and peace loving world power, help other nations on the 
road to economic and social deve elopment. We do not think of aid as 
a means to win friends, increase profits or fight communism, although 
we are very much aware that many able United States and foreign 
people give those as reasons, we must in all honesty state that we do 
not see those as basic reasons for such aid. 

It is part of the responsibility of our country that our country faces 
as a mature and great nation. 

I might add here that it is my understanding that with 6 percent of 
the world’s population, our country has about 40 percent of the world’s 
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output. That is an index of our greatness economically and also of our 
ability to help. 

A second reason is religious. We believe that to give help when we 
are able, and even when it hurts, is a vital part of the Judeo-Christian 
tradition which itself is of foreign origin and which has contributed 
so signally to our country’s greatness. 


QUOTATION FROM NEW YORK TIMES 


A quotation from the New York Times of July 10, 1955, seems ap- 
propriate here: 


We gain in stature as we are compassionate. We expect to save our national 
state. We also ought to wish, not only now, but always, to save our national soul. 


PRINCIPLES TO FOLLOW IN GRANTING AID 


We believe that the United States foreign aid program should fol- 
low certain principles: 

1. It is too much to expect this program to be perfect. It should 
be well managed and well conceived. Still, there are likely to be mis- 
takes, some inefficiency and waste. 

And certainly we are all aware of those and, of course, such mis- 
takes and such waste in terms of time and money are emphasized. 

But the greatest mistake would be not to continue to act generously, 
and the greatest waste would be to let human beings live in remediable 
poverty, disease, and hopelessness. 

The program, when conceived and managed efficiently, will be long 
range. This is particularly so if democratic rather than totalitarian 
methods are used to effect change, and respect is shown cultural pat- 
terns of long standing. A program that has at its center respect for 
the dignity of human personality will be long range. 

Aid also should go to countries on the basis of need and of capacity 
to use help effectively, not on the basis of whether such countries are 
allies in a cold war. Aid should go to men, women, and children as 
people not as figures on a strategic balance sheet. 

Care should be taken not to destroy the value of economic aid by 
urging upon a country a level of military expenditures that weakens 
the economic structure already existing. 

In this respect it is appropriate to quote from one of the studies 
made for the special committee to study foreign aid program, United 
States Senate: 


The impact of military buildup on the economic life of a country has been 
a recurrent theme through these pages. In order to avoid certain undesirable 
or damaging consequences of the military program, it often proves necessary to 
complement military aid with other carefully coordinated American assistance 
programs. Thus we can accomplish less within an overall foreign aid figure set 
by the Congress than would be the case if some part of those funds were not re- 
quired “to cover the damages,” as it were, occasioned by the military program. 


SUPPORT FOR UNITED NATIONS PROGRAMS 


A generous share of United States appropriations for technical 
assistance should go to the United Nations programs. 
Specific programs deserving support : 





al 
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United Nations Children’s Fund, UNICEF: Our views in support 
of this work are contained in the statement already presented by the 
Citizens Committee for UNICEF. 

United Nations Refugee Fund, UNREF: This program, which 
dates back from late 1954, tries to solve on a permanent basis the prob- 
lems of about 250,000 refugees, many of whom have been in camps for 
years, 

Through UNREF the High Commissioner for Refugees is carrying 
out a program of resettlement, retraining, integration, and emergency 
assistance. The difficulties here are immense, but UNREF has been 
making real progress in meeting what has been called “one of the most 
disturbing problems of our time.” This fine work deserves our gen- 
erous support. 

We urge, therefore, the appropriation of $2,333,000 as recommended 
by President Eisenhower. 

I might add here that whereas a $100,000 or $500,000 cut in some 
other programs would be very minor, a cut here of even $50,000 or 
$100,000 would be very damaging to this important program. 

Intergovernmental Commmittee for European Migration, ICEM, 
with the recent refugee crisis particularly in mind, we urge the appro- 
priation of $12,500,000 recommended by the President. 



















OCEAN FREIGHT 


We urge the appropriation of $2,200,000 asked by the President to 
pay ocean freight charges on relief shipments made by voluntary 
agencies. 

Our understanding is that this relatively small sum will move relief 
goods of voluntary agencies valued at $29 million. 
- Since such voluntary shipments involve an important face-to-face 
relationship so vital in relief operations, it is highly desirable that our 
country support such activity through the ocean freight payment. 






















ATOMS FOR PEACE 





In view of the possibilities that the atom has for future economic 
development, we believe that the $7 million requested by the President 
should be appropriated for this purpose. 


MALARIA ERADICATION 





The proposed 5-year program of $515.2 million to eradicate malaria 
deserves United States support. It is our understanding that 
$23,300,000 has been requested by the President as our country’s con- 
tribution for the first year of this program. This sum apparently does 
not require separate appropriation, but we wish to indicate our sup- 
port for it. 

TECHNICAL COOPERATION 





We urge support for the amounts requested by the President, 
$151,900,000 for bilateral technical cooperation; $15,500,000 for the 
United Nations program of technical assistance, and $1,500,000 for the 
program of the Organization of American States. 

Technical cooperation has been called one of our “most effective and 
modest forms of foreign aid.” It is a type of program that is basic to 











526 MUTUAL SECURITY APPROPRIATIONS, 1958 


subsequent sound economic development. Much has already been ac- 
complished under technical assistance programs, but much remains to 
be done. 


It is particularly desirable that the United States contribution to 
the United Nations program be at least the $15,500,000 asked by the 
President. This program has the advantage that it is cooperative. It 
entails more than a working-program arrangement between two 
countries, one rich and one poor. It means a pooling of resources and 
personnel where the poor or underdeveloped both give and receive. 
This cooperative arrangement helps to remove aid from the category 
of charity, and helps to maintain the dignity of people in less fortu- 
nate areas. 

We now live in an era when voluntary and governmental participa- 
tion is necessary if we are in any way to match the needs of the times. 
Hapilly, we in the United States are in a favored position so far as 
ability to contribute to this development is concerned. The United 
States has many times been foresighted and generous in its assistance. 
Private agencies and citizens have contributed liber “ally. 


EXCERPT FROM FOREIGN AID STUDY 


It seems appropriate, therefore, to expect our Government, now, 
in this day of rich opportunity, will continue to take a forward and 
statesmanlike view of its opportunity. 

(The following quotations were submitted by Mr. Griffiths :) 


SoME QUOTATIONS FROM THE REPORT AND STUDIES OF THE SPECIAL COMMITTEE 
TO STUDY THE FOREIGN AID PROGRAM RAISING QUESTIONS CONCERNING MILI- 
TARY AID 


MILITARY ASSISTANCE AS AIDING TOTALITARIANISM 


“It is nevertheless important to be fully cognizant of the limitations on the 
effectiveness of military aid in situations where the recipient is an authoritarian 
regime, a caudillo-type one-man government, or a military dictatorship. It mat- 
ters not that we have no intention for the grant of aid to constitute a seal of 
approval on the government in power. What does matter is the interpretation 
put on our action by the people of the recipient country, and by the community 
of democratic nations, especially those that are near neighbors of the dictatorial 
regime. Especially as regards their own publics, dictatorships often show real 
imagination in exploiting American assistance as evidnce of full United States 
approbation. 

“The implications of military aid in this situation are a great deal more serious 
than would be the implications of economic or technical aid. The act of ‘stand- 
ing up and being counted’ which military aid requires, and which makes neutral 
countries refuse that aid, works in reverse for the local strong man. From 
military aid, he and his government get an identification with the United States; 
the dictator can take countless opportunities to impress his people with the 
‘fact’ of American backing. But apart from the propaganda value the regime 
is able to extract from military assistance, the people are reminded, whenever 
they see American equipment, of the internal impact of United States assistance. 
For the planners in Washington, the half dozen light tanks or propeller-driven 
fighter planes, the obsolete field pieces and well-used Army six by sixes, sup- 
plied by the United States, may have some slight meaning in overall defense 
strategies; or they may have been used as bargaining tools in negotiations over 
base rights. To the people in certain recipient countries they are instruments 
that entrench the ruler in power and make his removal that much more difficult” 
(the Military Assistance Program of the United States, by the Institute of War 
and Peace Studies of Columbia University, p. 72). 
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MILITARY ASSISTANCE AS SLOWING DOWN ECONOMIC DEVELOPMENT 


“Finally, it has been noted in this inquiry that the creation of military estab- 
lishments through military aid beyond the capacity of less developed countries. 
to maintain out of their own resources stimulates demands on this country for 
additional nonmilitary aid for their economies and in some cases retards their 
economic development” (Final Report, Foreign Aid, 8. Rept. 300, p. 12). 

“One wonders also whether it is not possible that existing military aid ob- 
jectives in Turkey may partially run counter to existing nonmilitary aid ob- 
jectives: whether Turkey can fulfill present military objectives and at the same 
time achieve a stable and expanding economy. One could envisage a situation, 
I do not say that it exists now, where Turkey’s military effort plus United States 
military aid might be working against the United States purely economic ob- 
jectives in Turkey” (Greece, Turkey, and Iran, by Norman Armour, p. 7). 

“If Greece were not spending $130 million annually on military expenses, it 
would probably allocate part of that figure to economic development—to indus- 
trial expansion, water development, reclamation, and agricultural production. 
The United States mission felt, I think, that Greece’s military expenses were not 
a seriously negative factor in Greece’s economy, so long as United States assistance 
is available. But I am inclined to feel that this particular question needs further 
study. For in the end, United States military aid objectives for Greece and 
NATO force goals and requirements will not be realized or will be self-defeating 
if, at the same time, the Greek economy is weakened or its development deterred 
as a result. One wonders to what extent these economic factors are sufficiently 
considered at the time that force goals and military requirements are established 
by NATO” (Greece, Turkey and Iran, by Norman Armour, p. 21). 

‘*Moreover, in the treaty areas (notably, Korea, Vietnam, Taiwan, and Pakis- 
tan) the conditions under which this [military support] aid was granted— 
linked as it was to the maintenance of military forces much larger than could 
be supported by the economies of these countries—diverted energy, administra- 
tive talent, and resources away from the tasks of long-term economic develop- 
ment (p. 13). 

“On the other hand, it is equally clear that the attempt of an underdeveloped 
country to maintain an excessively large military establishment can be a serious 
handicap to economic development. Under such conditions limited resources 
are diverted from investment and the inflationary pressures which result cannot 
be checked by increased production. Any large defense budget is bound in some 
degree to conflict with the goals of a development program by diverting resources 
to military purposes which could otherwise be used for developmental invest- 
ment” (The objectives of United States Economic Assistance Programs, by the 
Center for International Studies, Massachusetts Institute of Technology, 
pp. 13, 29). 

“The impact of military buildup on the economic life of a country has been a 
recurrent theme through these pages. In order to avoid certain undesirable or 
damaging consequences of the military program, it often proves necessary to 
complement military aid with other carefully coordinated American assistance 
programs. Thus we can accomplish less within an overall foreign aid figure set 
by the Congress than would be the case if some part of those funds were not 
required ‘to cover the damages,’ as it were, occasioned by the military program” 
(The Military Assistance Program of the United States, by the Institute of War 
and Peace Studies of Columbia University, p. 69). 


POSSIBILITY 





OF DIVERTING MILITARY AID TO USES OTHER THAN CONTEMPLATED 


“It has also been brought to the committee’s attention that military aid in- 
tended for defense against Communist aggression may act inadvertently to 
stimulate rivalries among non-Communist countries, including those which are 
recipients of aid. The net result may be the development of competitive demands 
for military aid, with consequent unnecessary increases in the cost of the pro- 
gram” (Final Report, Foreign Aid, S. Rept. 300, p. 12). 

“It is disconcerting to an American, who considers all-important the Com- 
munist menace, to find officers of a non-Communist country also thinking in terms 
of possible military operations against a neighboring people of the same faith. 
More than one of these nations is using United States funds to build and equip 
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armed forces, some of whose officers and men seem to think of their mission only 
in terms of ancient hostilities and rivalries. Communism and Communist ag- 
gression obviously do not constitute the primary menace, nor provide alone a 
sufficient challenge to motivate current military training programs” (Southeast 
Asia, by Clement Johnston, pp. 9-10). 

“Indian statesmen express an aversion to armaments and military alliances as 
more likely to lead to war than to peace. They claim that their own defense 
budget, a drain on scarce resources, has to remain high because of the American 
military aid to Pakistan” (South Asia, by Lewis Webster Jones, p. 18). 


ADVERSE PSYCHOLOGICAL IMPACT OF MILITARY AID 


“Most Western European nations have long military traditions and have 
largely succeeded in harmonizing a large military establishment with the insti- 
tutions of parliamentary government, individual freedom, and civilian supremacy. 
* * * But over the long run, the outcome is unpredictable with respect to the 
underdeveloped countries of the Near Hast, south Asia and the Far East. Many 
of these nations are newly independent and without experience in keeping large 
armed forces from playing a decisive role in their internal politics. 

“The intention here is not to imply that the countries of Asia will, necessarily 
or for any inherent reason, prove less capable than the advanced nations of the 
West of maintaining military forces in being for long periods. The point is to 
suggest that the situation is full of imponderables. If the size of the forces is 
so large as to bear little relation to the country’s potential, are the economic, 
political, and psychological centers of gravity likely to shift from the civilian 
into the military sector of national life? What are the implications for future 
internal peace and stability of teaching large numbers of citizens to handle small 
weapons and perhaps accustoming them to eating, dressing, and being paid better 
than they would be if there had been no military aid or if it were to stop?” (The 
Military Assistance Program of the United States, by the Institute of War and 
Peace Studies of Columbia University, pp. 56-57). 

“The number of American jeeps, American uniforms, American faces, which 
one encounters on the principal streets of the principal cities seems dispropor- 
tionately large to a native population that has an innate mistrust or resentment 
of anything alien or nonnational. 

“No ‘Americans Go Home’ signs have as yet appeared and they may not appear 
as the people are both well mannered and grateful, but a marked reduction in 
the numbers and ubiquity of American personnel and in overmeticulous Amer- 
ican supervision of local operations seems clearly desirable” (Southeast Asia. 
by Clement Johnston, pp. 11-12). 

“The underdeveloped countries face a further problem with respect to their 
citizens who have received military training. served their tours, and are 
then released. The critical factor is their successful reabsorption into the civilian 
economy, for the alternative is potentially threatening to political stability and 
internal security. During their army tours these men receive a sort of dual con- 
ditioning : on the one hand, to appreciate a standard of living frequently higher 
than they enjoyed before (however low the standards in the local armed forces 
might appear by our criteria); and, on the other, to handle small arms with 
facility. Turning loose on the country substantial numbers of men conditioned 
in this way may provide numerous potential recruits for armed guerilla and 
bandit gangs.” The Military Assistance Program of the United States, by the 
Institute of War and Peace Studies of Columbia University, p. 70). 


MILITARY AID AS BENEFITING THE RULING CLASS AS AGAINST THE PEOPLE 


“United States aid is termed by another respondent as constituting ‘a type of 
intervention in favor of the political party in power and against the “outs’’.’ 
Inevitably, such intervention would worsen relations.” (p. 5). 

“* * * In Thailand arms aid is felt to enhance the power of politicians.” 
(Views of Private American Citizens Abroad on the Foreign Aid Program, by 
James §S. Sweet, p. 10.) 

“There is one situation requiring prompt action and immediate correction. 
Conditions which existed at the time may have justified the United States de- 
cision to support the currencies of Vietnam, Laos, and Cambodia at the 
arbitrary rate of 35 piasters or other local currency to the dollar. Today that 
figure is utterly unrealistic, as becomes apparent when we examine the need for 
monetary reform in Vietnam. The added and unnecessary cost to the United 
States taxpayer is approximately $20 million a month. This money is not 
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going into public treasuries; it is going into private pockets. Of even more 
importance, the faith of the newly freed people of the area in the integrity of 
democratic government is being shaken by the spectacle of the undeserved enrich- 
ment of a favored group” (Southeast Asia, by Clement Johnston, p. 10). 








GENERAL QUESTIONS CONCERNING MILITARY AID 


“The success of the United States aid program from this point on would seem 
to depend not so much upon the number of divisions trained and equipped and 
ready for the field, nor upon the number and diversity of economic aid programs, 
nor upon the impressive totals of United States dollars expended. It must rest 
upon the enduring conviction of the people themselves that United States aid was 
and is offered to help them do the things best calculated to improve their lot and 
make their people healthier and happier. To succeed, it also must be followed by 


a permanent, self-sustaining, stable economy” (Southeast Asia, by Clement 
Johnston. p. 4). 


“The committee urges the President to continue to examine the budgetary esti- 
mates for military aid for fiscal year 1958 with a view to additional reductions. 
In this connection the committee calls attention to three specific questions: (1) 
The suitability of the level of military aid and the types of arms being provided 
to less developed countries; (2) the possibility that competition for arms aid 
among recipients is adding unduly to the cost of the program; (3) the possibility 
that, in planning foreign aid programs, insufficient consideration is given to the 
impact of arms aid as a factor in generating increased needs for supporting 
aid” (Final Report, Foreign Aid, S. Rept. 300, p. 26). 

Mr. Grirrirus. I thank the committee for the privilege of submit- 
ting my statement. 

yhairman Haypen. Thank you, Mr. Griffiths. 
Mr. Reuben Johnson of the National Farmers Union. 


NATIONAL FARMERS UNION 


STATEMENT OF REUBEN JOHNSON, REPRESENTATIVE 


GENERAL STATEMENT 


Mr. Jounson. Mr. Chairman, Senator Chavez, I am Reuben John- 
son, coordinator of legislative services, National Farmers Union. 

It is my privilege to present the statement of the president of the 
National Farmers Union, Mr. James G. Patton. 

National Farmers Union is a member of the International Federa- 
tion of Agricultural Producers as are the other general farm organ- 
izations in the United States. Mr. Patton was reelected to the vice 
presidency of the organization at a recent conference at Purdue Uni- 
versity. He is, and has been, a member of the executive committee of 
IFAP. 

IFAP is an organization of national farm organizations of coun- 
tries of the free world. Its existence is concrete evidence of the in- 
terest, of farm families in international affairs. 

Its representative character is universally recognized in the United 
Nations Economic and Social Council and with the specialized agen- 
cies of the United Nations, such as the Food and Agricultural Organ- 
ization where IF AP officials are extended consultative status of the 
highest level. 

I take the time in our brief statement, Mr. Chairman, to comment 
on IFAP because of the part it has played in creating the interest of 
national farm organizations and their members in international af- 
fairs and, in this sense, to our presence today before this important 
committee. 
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ADDRESS JAMES G. PATTON 


Following the IFAP conference at Purdue earlier this year, IFAP 
delegates were afforded an opportunity by National Farmers Union 
to travel extensively over the great agricultural sections of the United 
States. Ata United Nations rally planned by the citizens of eastern 
South Dakota for IFAP delegates, Mr. Patton delivered an address 
which I respectfully request permission to insert at this point in the 
record. 

Chairman Haypven. Without objection, it may be done. 

(The material referred to follows:) 


ADDRESS BY JAMES G. PATTON, PRESIDENT, NATIONAL FARMERS UNION, AT THE 
Unirep Nations Ratiy, Huron, 8S. Dak., JUNE 4, 1957 


We have a historic opportunity tonight to discuss the United Nations and ex- 
press our confidence in the community of nations solving their momentous 
problems. With us are 59 representatives of 17 countries, stopping at Huron 
in their tour of the great Midwest. 

Our guests have just concluded the 10th anniversary meeting of the Inter- 
national Federation of Agricultural Producers, the association of farm organiza- 
tions throughout the free world. For 10 days at Purdue University, in Indiana, 
they discussed as delegates and observers the common problems and common 
aspirations of farmers around the world. 

Their presence here is more than a visit to a country which many of them 
had not seen before. It is a symbol of the international understanding among 
men of good will which has been the hope of peace-loving mankind since the 
beginning of civilization. These distinguished guests represent the ideals, as 
well as the sinews, of our modern-day attempts to live together in democratic 
understanding. 

They represent those who till the soil for a living, those who produce the food 
and fiber to sustain life on this planet. 

To the extent that food is a common denominator among people of the world 
because everyone needs food, the presence of these guests signifies the extent 
to which we are winning the battle to bring nations closer together. 

We meet at a time when the President of the United States has instructed 
his disarmament chief to return to talks with the Russians about the mutual 
advantages of laying down weapons. I do not know—and I doubt that anyone 
knows—whether we can accomplish this with the Russians, or they with us. 
But I most sincerely hope that our President will be successful in stopping 
this horrendous armament race which is taking substance from the world’s popu- 
lations and increasing the threat of a conflagration which might destroy us all 
this time. 

Surely there are millions who agree that this folly must be stopped. Surely 
there is some way to stop right now the pollution of our life-giving air with 
death-dealing radioactive particles. Surely the genius which devised the atomic 
bomb, then went on to build the bigger bydrogen bomb, can be harnessed for 
devising some way to make their use—and even their testing—unnecesary. 

It has been encouraging to note the impact made recently on our thinking 
about the atomic bomb race by the great Albert Schweitzer, the Nobel Peace Prize 
winner and humanitarian who has been called the first citizen of the world. 

Dr. Schweitzer’s “declaration of conscience” about the dangers to ourselves 
and posterity from radioactivity and the urgency of stopping our mad race with 
each other may be the voice necessary to make statesmen pause and consider 
their folly. The voice of this revered man, coming from a wilderness hospital 
where no cause but humanity has been served, can yet be a tremendous force 
of conscience on those who have been too busy to hear conscience. 

As Dr. Schweitzer put it, “the end of further experiments with atom bombs 
rout be like the early sunrays of hope which suffering humanity is longing 

or. 

“We are committing a folly in thoughtlessness,” he says. ‘We must muster 
the insight, the seriousness, and the courage to leave folly and to face reality.” 

The specter of the atom-bomb race is only the most gigantic of many reminders 
that we are today interdependent with other nations. In the blush of “pros- 
perity,” some in the United States choose to ignore this basic fact; but it will 
not be ignored by the push of civilization and the laws of nature. 
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Few today deny that we cannot long remain’a citadel for a rapidly expanding 
economy with a rising standard of living and an increasing agricultural produc- 
tivity, if two-thirds of our neighbors continue to lack for the food, the clothing, 
and the basic individual freedoms which make a decent life possible. 

No responsible organization in our Nation can ignore the implications which 
their domestic programs and purposes have for this world challenge. ‘The 
scientific developments the past 20 years have blasted for all time any reality 
of isolationism, for in this the second half of the 20th century we live in a world 
geared to communication, rapid transportation, and interchange. The increas- 
ing intertwining of these relationships and responsibilities, cannot be turned 
back like a clock—even if we so wished. 

Faced with these realities, we inevitably will direct more and more of our 
time and attention to the problems and concerns outside our Nation, to those of 
the world community. 


We know now that we must hold fast to certain fundamentals and basic 
concepts— 

(1) that a vast majority of the people of the world are motivated by good, 

(2) that a peaceful world cannot be achieved through a pattern of uni- 
lateral and bilateral arrangements—it must be approached through the com- 
munity approach of the United Nations, 

(3) that the present destructive capacity of individual nations makes 
peace and survival synonymous, 

(4) that the nongovernmental organizations and groups of people, both at 
home and abroad, have a responsibility for giving form and substance to the 
attitudes of people—unburdened by the handicaps of formal diplomatic gov- 
ernmental and diplomatic protocol, 

These premises spell out for us much of our founding faith—the ultimate good 
in the people, the essentiality of family and community, our peaceful purposes as 
tillers of the soil, and the importance of the loud clear voice of citizenship in 
shaping the destiny of things to come. 

Against these fundamental premises that meet at our very roots, let me review 
for a brief moment some of the practical difficulties which have broken our stride 
toward a peaceful world. 

Our almost single-sighted emphasis on the military drive for.security through 
military strength has caused misapprehension and misunderstanding abroad, 
You will remember that the Truman doctrine Spelling out the import of the point 
4 program spoke of the need to maintain and strengthen our defenses to give 
us time to pitch into the bigger job of raising the levels of living and the under- 
girding of individual freedoms abroad. 

When Secretary Dulles threatens “massive retaliation” and speaks of “three 
times on the brink of war,” we not only are misunderstood abroad—we are 
betraying the great cause of international cooperation and good will. 

Small wonder that a recent opinion poll in Calcutta showed that 38 percent. of 
the Indians interviewed said that, America was the nation most likely to start 
world war III, while only 2 percent selected the Soviet Union, 1 percent Commu- 
nist China, and the rest didn’t know. 

This seems incredible until we read that another survey in India showed that 
86 percent of all the newspaper references to the United States in a single month 
were wire service reports from America of statements and analyses by American 
officials and Members of Congress on military matters—our newest atomic sub- 
marine, our far-flung airbases, our latest jets, our program of guided missiles, 
Thus millions of Indians had come to think of us as a militaristic nation. 

I sincerely hope that our friends from India who are with us on this occasion 
will get no such impression. 

Certainly we must provide for our national security. We yield to no one in 
our desire to maintain an adequate defense. 

Only a few days ago, I received a letter of thanks from President Dwight D. 
EKisenhower for supporting the mutual security program. Here, in part, is what 
he said: 

“In this recognition of the importance of strengthening the saving shield of 
freedom, you and your associates in the National Farmer’s Union give voice to 
America’s determination to stand firmly against the menace of international com- 
munism.” 

Defense and national security, as we all recognize, are essential components 
in our foreign policy. At the same time, however, let us also look to the other 
broad considerations that we cannot ignore as we accept the responsibility of 
leadership among the free nations. 
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THE COLD WAR 


For all the range of the administration’s “cool to luke-warm” relations with 
the Soviet world, let us not lose sight of the fact that we are continuously en- 
gaged in a “cold war.” The dimensions of this cold war are based on the fact 
that one-sixth of mankind live in nations which might be called advanced eco- 
nomically and socially, while five-sixths of the world’s population live in retarded 
and economically underdeveloped nations. 

We face the danger that the Soviet world, having undertaken to assist the 
underdeveloped countries, both bilaterally and through the United Nations, may 
make such causes taboo in the Western World. 

Today, in a world shrinking in time and space, we must be responsive to the 
needs of the developing nations and the preservation of liberty in the minis of 
men throughout the free world. 

We must not be put in the position of defending an indefensible status quo, 
either with respect to our part in assisting the developing nations or in the 
work of the United Nations. 

Part of this dilemma may be seen in our selective or handmaiden use of the 
United Nations. We tend to take the expedient route, looking at the short-term 
view rather than basing our actions on the long pull. When it suits our purposes, 
for example, we move through the United Nations. When our individual short- 
term aims are more easily served through unilateral action, that is the avenue 
Wwe pursue. 

It would have created a far better feeling of international understanding, 
during the oil shortage in Western Burope, caused by the Suez and pipeline 
blockage in the Middle East, if we had sent oil through the avenues provided 
by the United Nations, instead of the unilateral, private avenues. 


AREAS OF CRITICAL ADJUSTMENT 


Other conditions which have made progress difficult on this highway to peace 
are the critical adjustments and vast upheavals in vast portions of the world. 
Lord John Boyd Orr in his recent book, The White Man’s Dilemma, puts it 
this way; 

“The Western Powers are faced with the rising waves of revolt in Asia, Africa, 
and Latin America against poverty. They can try to resist it by force or keep 
it off by the offer of technical assistance and trifling loans with political strings 
attached to them, which will break on the first strain. In that case they will 
ultimately be destroyed or submerged. 

“On the other hand, either with or without cooperation of the U. 8S. S. R., they 
could recognize the inevitable and use their overwhelming industrial superiority 
to create a new world of plenty. 

“In so doing they would gain a new power and prestige by assuming leader- 
ship in the march of the human family to the new age of peace and prosperity 
and the common brotherhood of man, which modern science has made the only 
alternative to the decline and the fall of the western civilization.” 

Night after night, the voice of Moscow radio holds out the dreams of social 
revolution, supporting colonial struggles for independence, backing the black- 
skinned majority of the human race against all discrimination by the white 
minority, offering the use of their science and technology for rapid economic 
development. This goes on while we equivocate, apparently uncertain ourselves 
whether the stakes are big enough, whether our resources are great enough, and 
are up to our necks in status quo thinking which conceives of the world as it was 
at the turn of the century. 

This is the challenge of our day—the use of our social as well as scientific 
skills, our good will, our belief in the brotherhood of man. And, armed with 
these and the machinery by which we put our attitudes into action, we are 
challenged to make the most far-reaching decisions we as a Nation have ever 
made. In fact, it is a renewal of the decisions such as we made in launching 
the Marshall plan or point 4 assistance. 

Without following throngh these momentons, positive decisions, our mantle of 
world leadership becomes shabby and tattered. Now, more than ever before, 
it is imperative that our attitude toward the underdeveloped areas of the world 
be farsighted, just, and generous. 
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MAXIMUM UTILIZATION OF THE UNITED NATIONS AND ITS AGENCIES 


A direct alternative to the selective use of the United Nations of which I 
have spoken is the planned utilization of that body in every instance in which 
the community of nations is affected. 

This means a more direct and open approach to such critical nation-to-nation 
problems as are posed by the Arab-Israel dilemma in the Middle East or by the 
revolting Soviet satellite nations of Eastern Burope. It means persistent and 
all-out effort to bring atomic weapons under international control, and to con- 
vert this scientific development into peaceful usage. 

It means a continuing vote of confidence in the work and purpose of the 
specialized agencies of the United Nations—with the ready acceptance of our 
financial commitment to them. Specifically, it means a basic reappraisal of the 
values inherent in the Food and Agriculture Organization, the only official ave- 
nue through which the nations of the world may jointly attack the problems of 
food and fiber production and balance. 

The specialized agencies, such as FAO, were not created idly. They should 
be used. They are action agencies—ready, available, needing to be used. 

Members of the International Federation of Agricultural Producers have a 
unique opportunity to help get these agencies used. We know the force for 
good which is unleashed when food is distributed amidst hunger, when grass 
is made to grow where soil was barren, when water runs over parched soil, when 
rural communities have a crop saved from disease. 

All these things can be done through the machinery of the United Nations, if 
we will but do them. 

We should also end the equivocating use that we have far too often made of 
the United Nations itself for settlement of disputes. We can no longer hold the 
torch of leadership, if we do not at the same time accept the limitations placed 
upon that leadership in the body of nations seeking the same goals and dreams 
we hold most sacred. 


PROGRAMS FOR EQUALITY OF ECONOMIC OPPORTUNITY AMONG NATIONS 


Without the blood and muscle of programs which hold forth the means by 
which nations can become truly equal, the dream of the United Nations will fade 
under the impact of poverty, disease, and privation. 

Specific implementations to this end have received our enthusiastic and whole- 
hearted*support. The Speeial United Nations Fand for Economic: Development 
is one which would make constructive use of our stockpile of food and fiber in 
the world’s areas of need, 

All the so-called surplus United States food and fiber production would amount 
to but a drop in the bucket if the democratic nations should agree to use food to 
complete elimination of illiteracy in underdeveloped areas by establishing na- 
tionwide systems of free public schools for every child. The SUNFED proposal 
for a United Nations development agency is superior to anything we might do on 
a bilateral or unilateral basis, without the inevitable stigma of a giving and 
receiving nation involved. 

We have also urged creation of an international food and raw material re- 
serve. The objectives of the international food and raw material reserve are: 


1. To prevent extreme price fluctuation in the international commodity 
markets. 


2. To prevent famine and starvation. 

3. To help absorb temporary market surpluses of farm products and other 
raw materials. 

4. To build economic—and social—development programs in cooperation 

with appropriate international agencies. 
Another phase of this surge to bring equal economic development to the devel- 
oping nations of the world has to do with the availability of development capital. 
While the Soviet Union, through its processes of dictatorship, can aceumulate 
and apply such capital for foreign investment and development as it deems to be 
of national interest, we democratic nations have rising standards of living which 


soak up an increasing amount of risk capital in internal development, shortening 
the supply for foreign investment. 
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We would not choose to slow up this process, which brings an increasingly fuller 
life to our people, and we are keenly aware of the fact that much needs be done 
in this country in the eradication of poverty and privation. Yet, unless we 
budget our capital capability and make possible capital investment abroad, we 
will surely one day find our citadel of economic well-being undermined by the 
ebbing tides of privation around us. To that end I propose: 

1. The setting aside of 1 percent of our gross national product each year 
in capital funds which can be budgeted for United States investment abroad, 

2. That these funds be made available, as accumulated, on 50-year loans 
to developing nations. 

Capital funds thus made available through our democratic processes to areas 
of economic need would stimulate the flow of private capital as the economies of 
recipient nations emerge as increasingly better risks. 

Also, we are wholeheartedly in support of technical assistance abroad, and 
we feel that more of it should be done through the United Nations 

Technical assistance is the whole range of methods by which we, both as a 
nation and as a responsible member of the community of nations, come to the aid 
of developing nations with scientific, economic, political, educational know-how. 

Technical assistance has no parallel in history—it is the exact opposite of 
the sorry pages of colonial exploitation and imperialism. 

The United States is the dynamic center of the world economy. The trade 
and tariff concessions we grant to countries in the course of their development 
and their ensuing growth in world purchasing power as a result of this realis- 
tic trade policy will transform itself directly and indirectly into greater inter- 
national demand for United States exports, including agricultural exports. 

There is, however, a larger meaning in this liberalization of our world-trade 
policy which is even more important. That is that the rising standard of liv- 
ing throughout the world is geared to the degree to. which the products of these 
countries may flow into export channels. Faced with unfavorable balance, year 
upon year, the developing nations face an almost insurmountable task of lifting 
themselves by their own bootstraps. 

One of the most productive means by which international understanding is 
accomplished is through programs of exchange of persons. We recommend the 
continuance and expansion of these programs. 

This is one area in which the bilateral activities are softened by the tendency 
of person-to-person relationships to seek out means of understanding and good 
will. Both programs, under the United Nations agencies and the United States 
programs under ICA, should be greatly expanded. 

And this brings us back to honor reflected on us tonight by the presence of 
so many distinguished leaders from so many nations of the world. 

To get acquainted with a man is to understand him better. To get acquainted 
with a group of people is to understand all of them better. To get acquainted 
with a nation is to understand it better in the community of nations. 

And understanding is necessary before we can build together, prosper togéther, 
live in peace together, and raise our standards of living together. 

Let us try to lead in the creation of a truly free world with political maturity, 
with economic intelligence, and with consideration for fellow men wherever they 
are located and whatever their race, religion, color, custom, or habit. 

Let us exercise leadership with social humility as we point with just pride to 
our productive powers. Let us stimulate the free flow of labor, of talent, of 
knowledge, and of ideas. 

Let us build together, for we are friends. 


SUPPORT FOR MUTUAL SECURITY PROGRAM 


Mr. Jounson. Mr. Patton’s address admirably sets out the premise 
on which our support of the mutual security program is based. 

Since the inception of mutual security-type programs, Farmers 
Union has supported what we understand to be the objectives of such 
programs. We have not always agreed with the administration of 
these programs, as members of the committee know who read or heard 
our testimony before the Senate Foreign Relations Committee last year. 

Being in support of the spirit and objective of the program, how- 
ever, Mr. Patton wired President Eisenhower earlier this year of our 
support. We welcomed, in fact, the President’s message to Congress, 


B 
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and that to the public of the United States, in which he defined the 
goals of the mutual security program and stressed its meaning as 
mutual security instead of foreign aid. 


TELEGRAM FROM PRESIDENT EISENIOWER 


The President’s personal acknowledgment of Mr, Patton’s telegram 
was printed in the National Union Farmer, a monthly publication to 
which all our members subscribe when dues are paid. The President’s 
reply to Mr. Patton, in part, states : 

In this recognition of the importance of strengthening the saving shield of 


freedom, you and your associates in National Farmers Union give voice to 
America’s determination to stand firmly against the menace of international 


communism. 

As important as defense and national security aspects of the mutual 
security program are, there are other considerations that we cannot 
ignore as we accept the responsibility of leadership among the free 
nations. There have been times when our emphasis on the drive for 
security through military strength has caused misapprehension and 
dileunitlegntatutios abroad. Members of this committee will recall 
that the Truman doc trine, in spelling out the importance of the point 
4 program, referred to the need to maintain and strengthen our de- 
fenses to give us time to pitch into the bigger job of raising the levels 
of living ‘and the undergirding of individual freedoms abroad. 


DEVELOPMENT LOAN FUND 


The development loan fund proposed by the President is fully 
consistent, in our judgment, to long-range objectives of the mutual 
security progr am sought from the inception of the program by both 
Democratic and Republican leaders in Congress. 

The Soviet Union, through its processes of dictatorship, can accumu- 
late and apply such capital for foreign investment and development as 
it deems to be of national interest. Democratic nations soak up an 
increasing amount of risk capital in internal development, shorten- 
ing thereby the supply of capital available for foreign development. 

We would not choose to slow up this process, which bri ings an Increas- 
ingly fuller life to our people, and we are keenly aware of the fact 
that much needs to be done in this countr y in the eradication of pov- 
erty and privation. 

Yet, unless we budget our capital capacity and make possible capital 
investment abroad, we will surely find one day our citadel of economic 
well-being undermined by the ebbing tides of privation around us. 

To launch an effective and meaningful program of United States 
investment abroad, Mr. Patton has proposed the setting aside of 1 
percent of our gross national product each year for use in making 
long-term loans to developing nations. Capital funds thus made 
available would stimulate the flow of private capital as the economies 
of rec ‘ipient nations develop. 

The Congress should reserve the right to control capitalization if 
at any time in the future the program does not operate as it intended. 
In view of the history of the so-called soft-loan programs authorized 
by Congress, RFC, REA, FHA, we believe that an expanded develop- 
ment loan fund will result in little, if any, loss to the United States. 
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In the recently established International Finance Corporation, Con- 
gress has, rightly, control over the use of funds. 

Also, Mr. C hairman, we are wholeheartedly in favor of a program 
of technical assistance abroad, both bilateral and multilateral. In this 
connection, it hardly seems realistic for the United States to reduce 
progressively its contribution to the expanded technical assistance pro- 
gram of the United Nations, as provided in the legislation acted upon 
by the Senate, when four other countries are making larger per capita 
contribution to this program. 

We contribute only 9. 9.5 cents per capita, while Denmark’s contribu- 
tion is 13 cents, Canada’s is 12.8 cents, Norway’s is 11.1 cents, and 
Sweden’s is 10.9 cents per capita. 

We will not take the time here, Mr. Chairman, to state orally for the 
record our full justification for technical assistance. Instead, I refer 
you to Mr. Patton’s speech inserted as a part of this statement, and also 
to a statement made by Walter Wilcox, Assistant Secretary of State 
for International Organization Affairs, on July 24, 1956, before the 
House Foreign Affairs Committee in answer to certain allegations 

made against the technical assistance program of the United Nations. 

We appreciate the time and thoughtful attention members of this 
committee have given and af bir to legislation relating to mutual 
security appropriations, as well as to other legislation which is im- 
portant to farm families, both as citizens and as farmers. 

Chairman Haypven. Thank you for your statement, 

Mr. Jounson. Thank you, Mr. Chairman. 

Chairman Haypen. Mrs. John F. Latimer, League of Women 
Voters. 

LEAGUE OF WOMEN VOTERS 


STATEMENT OF MRS. JOHN F. LATIMER, REPRESENTATIVE 


SUPPORT FOR FOREIGN ECONOMIC AID 


Mrs. Latimer. I am Mrs. John F. Latimer, second vice president of 
the League of Women Voters of the United States. 

The League of Women Voters, consisting of 128,000 members in 48 
States, the “District of Columbia, Hawaii, and Alaska, has long sup- 
ported the principle of foreign economic aid. 

At our national council meeting of State delegates in April 1957, 
we reaffirmed our desire to see adequate programs enacted for economic 
aid, a long-range development fund, United States technical coopera- 
tion, and the United Nations technical assistance program. 

We believe that these programs are in the national self-interest of 
the United States and will pay dividends in increased trade, greater 
security, higher standards of living, and the development of better 
understanding among peoples. 


DEVELOPMENT LOAN FUND 


There are two aspects of the mutual-security program in which the 
League of Women Voters is particularly interested, the development 
loan fund and the United Nations technical assistance programs. 

We appreciate the reluctance of Congress to commit funds over 
a period of years. However, we also sympathize with congressional 
desires for economy, efficiency and stability in the management of 
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Government programs. 
jective. 

In negotiations with other countries it takes a long time to develop 
sound projects. Frequently they cannot be consummated within a 
year. Sometimes the uncertainty of not knowing what next year’s ap- 
propriation will be forces hasty decisions, promotes short-range proj- 
ects when longer ones would be more desirable, and breeds insecurity 
in a staff which keeps wondering whether the following year will bring 
expansion or curtailment. Too great change in either direction can 
be wasteful. 

It seems to us that our dollars would be spent more wisely if the 
continuity of a long-range program could be established. 

Therefore, we hope that this feature of the development loan fund 
will not be lost sight of. The need for promoting economic growth 
abroad will be present for a long time. 


To us, the latter is the more overriding ob- 


UNITED NATIONS TECHNICAL ASSISTANCE PROGRAMS 


Although the funds in the mutual security program spent for the 
United Nations technical assistance program are the smallest, they 
are not the least significant. The League of Women Voters hoped 
that the United States contribution to the United Nations technical 
assistance program would be maintained at 49 percent of the pro- 
gram’s budget. 

Since the authorizing legislation as passed by the Senate and 
House places a 45 percent limitation upon our contribution for 1958, 
we strongly urge that no further percentage reduction be made in our 
contribution to this fund. 

The same criteria which pertain to the regular U. N. budget, 
which is for administration, do not apply to UNTA funds, which are 
for operations. Such voluntary programs as technical assistance, 
help for Arab refugees, and UNICEF should be judged on their 
merits, and set percentage figures should not be frozen into our appro- 
priations. 

Furthermore, we must always remember that percentage figures are 
misleading in the case of UNTA because the receiving governments 
pay approximately $60 million of the local costs in their own currency. 
If this sum is added to the $30 million which the United Nations 
spends, then the United States share, $15.5 million, comes to about 17 
percent of the $90 million total which is spent in UNTA. 

The United States appropriation to the UNTA has been steadily 
reduced from 60 percent in 1952, to 55 percent in 1954, to 49 percent 
in 1957. 

Other countries have shown their appreciation of the program by 
increasing their pledges, and the number of nations participating has 
grown. 

It is interesting to note that on the basis of the 1957 pledge : 

Four nations pay more per capita than does the United States. 

Ten nations pay more in ratio to their national income per million. 

Twenty-two nations pay a larger percentage than is their percent- 
age assessment to the regular U. N. budget. 

Not only is it cheaper for the United States to participate in a 
multilateral program where other countries share the costs, but, in 
some ways, the U. N. can operate a program less expensively and more 
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efficiently than the United States because it can recruit personnel 
from the entire world. 


TESTIMONY OF AMBASSADOR LODGE 


As Ambassador Lodge stated in his testimony to the Fairless Com- 
mittee on February 16, 1957: 

To attract experts from the most advanced countries into primitive areas 
means paying high salaries, but, in addition, it means furnishing medical and 
educational benefits and housing allotments of various kinds which are much 
more costly than when experts are hired from less advanced countries. At the 
same time, experts in certain fields coming from less highly developed countries 
are more effective in assisting countries whose development is closer to their 
homelands. 


Having a wider field for recruitment, the United Nations is not forced in every 
ease to lure scarce technicians away from a few: well-organized, comfortable 
communities. 

Although the League of Women Voters is anxious to see aid chan- 
neled through the United Nations, we recognize that bilateral pro- 
grams are also necessary. We support adequate appropriations for 
these programs. 

It is significant that the foreign aid studies made for the special com- 
mittee of the Senate during the past year supported the idea of techni- 
cal assistance and economic aid. 

The League of Women Voters shares this view and hopes that this 
committee will look favorably on full appropriations for the economic 
aid provisions of the Mutual Security Act. 

Thank you, Mr. Chairman. 

Chairman Haypen. Thank you for your statement. 

Dr. Kenneth L. Maxwell, of the National Council of The Churches 
of Christ. 


NATIONAL COUNCIL OF TITE CHURCIIES OF CHRIS' 
STATEMENT OF DR. KENNETH L. MAXWELL, REPRESENTATIVE 
GENERAL STATEMENT 


Dr. Maxweti. I am Dr. Maxwell, Mr. Chairman, members of the 
committee, by your courtesy, I am pleased to testify here on behalf of 
The national council is composed of 30 Protestant and Orthodox de- 
America, as authorized by its general board. 

I am executive director of its department of international affairs. 
The national council is composed of 30 Protestant and Orthodox de- 
nominations, with over 36 million members. I do not presume to speak 
for every individual member, but present the official positions of the 
National Council of Churches on matters related to appropriations for 
the mutual-security program. These positions are arrived at by care- 
ful study and deliberation by representatives of the constituent com- 
rounions. 

The general position of the National Council of Churches on mutual! 
aid: Our general position on foreign aid, or mutual aid, is this: On 
the basis of Christian concern, and in keeping with actions of many 
of our constituent bodies, we hold that the United States should con- 


MUTUAL SECURITY APPROPRIATIONS, 1958 539 


tinue to develop, improve, and expand programs of technical assist- 
ance, economic aid, and international trade such as will make for 
stability, justice, freedom, and peace for the peoples of the under- 
developed areas of the world and for all nations, including our own. 

The churches’ experience and competence through missions and 
service: Our churches have had a deep and increasing interest in 
overseas aid around the world for over 150 years. In mission work, 
they pioneered in technical and economic assistance in programs of 
education, literacy, literature, medicine, public health, agriculture, 
industry, mass communications, and training of leadership in many 
fields. 

Through our Department of Church World Service our churches 
have carried programs of aid to people in need around the world, 
distributed surplus foods, given relief in disasters, and pioneered 
in village and community projects. 

Other of our units, such as the United Christian Youth Movement, 
the United Student Christian Council, the United Church Women, 
carry on projects and aid around the world. 

Churches see urgent need for public as well as private programs: 
Out of such long, fruitful, widespread experience, the churches have 
concluded that there is an urgent, continuing need for voluntary pro- 
grams, and for the public programs of mutual aid of increasing magni- 
tude, expanded to the extent of our national capabilities and the ab- 
sorptive capacities of the underdeveloped areas. 

Religious and moral foundations for constructive foreign aid: The 
competence of the churches to speak on religious and moral questions 
is well established. It is on these grounds that we primarily base our 
support for constructive foreign aid. 

In it we are also dealing ultimately with questions of life and 
death, of the nature of man and his destiny, and these are moral and 
religious questions which rest on theology and religious faith, 

While having a basic concern for the religious and moral issues, 
the churches recognize some of the so-called “practical” arguments for 
foreign aid, which also have moral values and issues involved in 
them; such arguments are those of security, of military necessity, and 
of good business. 

More basic are certain religious and moral considerations which we 
believe compel us as a nation to greater responsibility in constructive 
foreign aid programs: The interdependence of humanity under God 
our Creator; our stewardship as a wealthy nation in a world of 
poverty; what happens to men and nations as they do or do not have 
a real concern for others in need; the importance of these programs in 
sustaining human life which we hold sacred, as of primary value; for- 
eign aid programs go beyond material realities to moral and spiritual 
dimensions in human relations. 

Moral concerns and national self-interest complement each other in 
constructive aid: In constructive foreign aid, the practical and the 
moral are not in conflict but in agreement. Realism and Christian 
idealism meet in accord. Self-interest and altruism are joined. From 
the perspective of religion and morality, we believe that our national 
self-interest at this moment of history is best fulfilled in recognizing 
that our destiny is inescapably bound with the destiny of the world. 
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GUIDING PRINCIPLES FOR AID PROGRAMS 


Some guiding principles for foreign aid programs, policies of the 
National Council of Churches related to appropriations for the mutual- 
security program for 1958: Based on our experience in overseas serv- 
ice and our moral concerns in international affairs, the churches have 
evolved through the years several principles and policies which we 
believe essential for making our Government’s foreign aid programs as 
effective as possible. 

In light of these principles, the National Council of Churches and 
our constituent communions are giving strong support to policies 
embodied in proposals currently set forth by the administration and 
Congress for future programs of our government in constructive mu- 
tual aid. 

We believe that the mutual aid programs for economic development, 
technical assistance, and international cooperation proposed by the 
administration for 1958 and authorized by the Senate, provide helpful 
guidelines and suggest steps toward a more responsible, more adequate 
mutual assistance program of our Government. 

Policies of the National Council of Churches have the following im- 
plications for possible legislation for the mutual security program for 
1958 : 

1. As to magnitude for economic development and technical coop- 
eration, our policy indicates a need not to cut them, but to expand 
them toward the full extent of our capabilities as a nation and the 
absorptive capabilities of cooperating nations. 

2. Both public and private programs need to be strengthened and 
expanded. 

3. Programs of technical cooperation should not be decreased, but 
increased. 

4. Larger sums of capital should be made available for economic 
development. 

The proposal for a loan fund for economic development to be started 
this year and to be expanded over a period of the next 2 years moves 
a first step in the direction of the need cited in the policy of the Na- 
tional Council of Churches. 

5. A long-term basis is necessary in financing, programing, and ad- 
ministering aid programs. This principle would support further 
the idea of establishing a substantial long range loan fund for eco- 
nomic development. 


USE OF INTERNATIONAL AGENCIES 


6. Greater emphasis should be placed on the use of international 
agencies, such as regional organizations and the United Nations. 

This principle is in opposition to the proposal to cut down the 
United States percentage for the United Nations expanded technical 
assistance program to 45 percent of the contribution of funds. It 
would move toward restoring the United States percentage to at least 
50 percent of the contributed funds. 

Churchmen have pointed out that what is needed is for the United 


States not to withdraw in this significant program, but to give our 


fair share of support and encourage many other nations to contribute 
even more generously than they do. Already 4 nations contribute 


a re ae ee 


~~ 
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more per capita to this program than the United States, and 13 con- 
tribute more in ratio to national income than the United States. 

Thirty-eight countries increased their contributions in 1956. When 
the total expenditures for projects in this program are considered, in- 
cluding assisted countries’ contributions, the United States share has 
averaged only 17 percent. 

With American know-how and initiative it seems to us it is not 
the theme to retreat in the U. N. expanded technical assistance pro- 
gram, but actually to give more virogous and generous leadership to 
this program which means so much to so many. 

7. Although all parts of our foreign policy are interrelated, pro- 
grams of technical and economic aid should be planned and adminis- 
tered in relation primarily not to political and military considerations, 
but to economic and social] needs and opportunities. This means 
that the churches support the principle in the proposal to separate 
the military and defense support programs from economic develop- 
ment and technica] cooperation. 


Our nation must develop its role of responsible leadership in the 
world. | 

While churchmen are among those recognizing the need for efli- 
ciency and for keeping budgets under control in government, they 
also realize that a primary issue of our time is whether the United 
States will recognize and assume its full role as the responsible leader 
among partners in the free world. 

According to the policies of the churches, our Government should 
be encouraged to move forward in foreign aid this year along lines 
proposed by the President, the Secretary of State, and the Senate. 

Also, we must see these only as present steps toward increasingly 
responsible and adequate programs of mutual aid in the years to 
come. 

Our Nation has done well in such constructive programs, but larger, 
more exciting challenges and opportunities lie before us a nation at 
the zenith of wealth and power. We may even be able to make a new 
type of history, by the grace of God, if we are willing to move ahead 
into a new kind of constructive world leadership for more justice, 
freedom, and peace. 

But we must take the necessary steps this year in mutual aid legisla- 
tion toward such a more mature, responsible role in the world of 
nations. 

The people are ready to move toward more responsible leadership 
by our Nation. The people of this country are ready, we believe, to 
respond more fully to courageous leadership by the administration 
and by the Congress for a more responsible role ir. world leadership 
in moral, economic, and social terms. Many reliable polls of public 
opinion show this to be true, contrary to any highly organized letter- 
writing and pressure campaigns. 

The situation was clearly put by Dr. Blake, president of the Na- 
tional Council of Churches, in these terms: 


Church people across our land are arising in support of a more dynamic program 
of technical cooperation and economic aid, and I assure you that theirs will be 
an increasingly mighty voice in the land on this issue. * * * The fact is that 
the American people as a whole will respond to moral and spiritual leadership 
for these programs. They will accept necessary taxes to help others if they 
understand what is at stake and if intelligence and generosity go hand in hand 
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in our programs. They will support constructive foreign policies which take new 
and dynamic initiative toward peace with justice and freedom. 

Thank you for this privilege. 

Chairman Haypren. Thank you for your statement. 

Senator Cuavez. That isa very fine statement. 

Chairman Haypren. The next witness is Mrs. Annalee Stewart. 


WOMEN’S INTERNATIONAL LEAGUE FOR PEACE AND FREEDOM 


STATEMENT OF MRS. ANNALEE STEWART, REPRESENTATIVE 


GENERAL STATEMENT 


Mrs. Stewart. Thank you for the opportunity to present the views 
of our organization. 

I am Mrs. Annalee Stewart, legislative secretary of the Women’s 
International League for Peace and Freedom, whose office is at 214 
Second Street NE. 

Our organization is one of the nongovernmental organizations which 
ander article 71 of the United Nations Charter, has consultative status 
with the Economic and Social Council of the United Nations. 

We also have this status with the United Nations Educational Scien- 
tific and Cultural Organization, the Food and Agriculture Organiza- 
tion, and with the United Nations Children’s Fund. 

Founded in 1915 at The Hague, with Jane Addams, renowned social 
worker as its first president, the league has had sections in a number 
of countries from its birth. League members have always been inter- 
ested in creating peace and conditions of freedom among peoples and 
nations. 

They have worked for machinery to settle international disputes and 
for agreements to disarm universaly, but they are equally concerned 
in providing the social and economic conditions necessary for peace 
with justice. 

QUOTATION FROM PRESIDENT EISENHOWER 


From our European and Asian members we have personal knowl- 
edge of the “historic struggle for a new freedom,” about which the 
President spoke in his second inaugural address: 

Freedom from grinding poverty. Across all continents nearly a billion people 
seek, sometimes almost in desperation, for the skills and knowledge and assist- 
ance by which they may satisfy, from their own resources, the material wants 
common to all mankind. 

The Women’s International League for Peace and Freedom has a 
long record of support for programs of foreign economic aid and devel- 
opment, as well as for programs of technical assistance. These pro- 
grams the league believes, can best serve the needs of the receiving 
countries and remain free from political implications of prejudice, 
with less risk of such aid becoming a weapon in the cold war if they 
are channeled through the United Nations. 

A multilateral approach has a great advantage for those who, like 
the powers recently under the colonial system, are suspicious of politi- 
cal strings in accepting aid from any one country. For some time, the 
league has been aware through its members in other sections, as well 
as through the press and other usual sources, of the increasing pride 
and feeling of self-dependence of people around the world. 
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The league welcomes this feeling of independence as the proper soil 
for democracy and freedom. Hence the league continues to recom- 
mend that an ever-increasing proportion of United States economic 
aid should be given and administered through the United Nations. 

However, as one of the first enthusiastic supporters of the point 4 
vrogram, the league is ready to acknowledge that there are times when 
bilateral’ economic aid programs have much to recommend them. 

With the policy of the Women’s International League for Peace and 
Freedom in mind, it is with great concern that I come to testify for 
them and deplore the trend the foreign aid authorization bill took in 
the House. 


Earlier it has seemed that there would be a fresh approach in the 
right direction. I refer to— 

The separation of the military and economic aid program; 

2 Letting economic aid stand on its own feet to be dispensed 
wherever needed and where there i is a possibility of good use, whether 
in friendly or uncommitted countries; 

3. The long term planning and substitution, in large part, of loans 
for c srante; and 

. The continued support of the United Nations technical-assistance 
il ogram, the multilateral approach. 

We had great hopes from such agreement, among the various ex- 
pert and tec chnical groups which had made such careful and extensive 
studies for the Senate, the President, and the House of Representa- 
tives, as to the need for continuance of economic aid and the trend 
which should be followed in the Mutual Security Act of 1957. 


SEPARATION OF ECONOMIC AND MILITARY AID 


For years the league has favored the separation of economic and 
military aid. Hence we are disappointed that the House voted down 
the proposal to put military aid funds in the Department of Defense 
budget where it rightly belongs. Though the House has cut the request 
for direct military assistance to $1.5 billion, and for defense support 
to $600 million, we feel these cuts are not nearly deep enough to meet 
the present requirement of the world situation. 

Along with the Council of State Chambers of Commerce, - 
Women’s International League for Peace and Freedom would wel- 
come the nearly billion dollar cut they suggest and hope that your 
committee will appropriate a smaller sum than authorized. 

The possibility of nuclear disarmament, the most costly, as well as 
even a small step toward conventional disarmament, undercuts any 
assumptions for continued large appropriations not only for the De- 
partment of Defense, but for military grants and loans to NATO, 
allies, and neutrals. 

We hope that you will also cut the special assistance fund. Though 
we applaud and would encourage the use of that fund for malaria 
eradication, we are strongly opposed to the use of any of this money 
to implement the Eise mhower doctrine in the Middle East, and else- 
where. 

We are opposed to giving the President a free hand to maintain 


foreign armies such as the recent military loan to Jordan of $10 
million. 


94737—57T—- 
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We agree with other nongovernmental organizations that economic 
foreign aid should be authorized on a continuing basis, until repealed 
by act of Congress. We regret sincerely that neither the Senate nor 
the House committees saw fit to grant such authorization. 

We feel that economic foreign aid should be provided primarily 
through loans and closely tied in with technical assistance. 


ECONOMIC DEVELOPMENT FUND 


We approve thoroughly the economic development fund to finance 
such projects and programs that promise sound development and be- 
lieve that when repaid the money should be available for future lend- 
ing either in dollars or foreign currencies. 

India illustrates well the need for the economic development loan 
fund for which the President asks, i. e., India has already requested 
long term loans for her second 5-year plan which she cannot wholly 
finance from her own taxes—taxes which exempt only incomes of under 
$200 and which are collected from only a million out of nearly 400 
million, because of the low income level for the average person. 

We regret that the House saw fit to authorize the loan fund for only 
1 year. 

We are opposed to making the needs of others an instrument of 
United States foreign policy. Enlightened self-interest requires that 
human needs be considered ends in themselves and not as a means to 
achieve foreign policy aims. 

Hence, we hope that, as the President has asked, the proportionate 
contribution to the United Nations expanded program of technical 
assistance, UNETAP, will be phased over several years and not fall 
below 45 percent for fiscal 1958. 

We hope further that any savings from cuts in foreign military aid, 
which are most desirable, will be devoted to technical cooperation, as 
the President intimated some months ago. 

We would like to see the multilateral, nonmilitary programs con- 
tinued and the full sums requested appronriated, for UNETAP., re- 
fugees, UNREF, migrants, escapees, children’s welfare, UNICEF, 
and the atoms-for-peace programs. 

Anything further you can add here would be insurance for peace. 

We agree wholeheartedly with the President when he said: 

There is, however, only one sound way for us to achieve a substantia! tax 
reduction. That way is to succeed in waging peace, thereby permitting a substan- 
tial eut in heavy military expenditures. 

We believe that a heavy cut in military expenditures and its diversion 
to economic aid is a major way to succeed in waging peace, thus help- 
ing to create foundations of peace and freedom. 

Senator Cnaverz (presiding). Thank you for a very fine statement. 


STATEMENT OF ANDREW J. BIEMILLER 


Senator Cuavez. Mr. Andrew J. Biemiller, director, department of 
legislation, American Federation of Labor and Congress of Industrial 
Organizations could not be here this morning. I will insert his state- 
ment in the record at this point. 
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(The'statement referred to follows :) 


It is our conviction that the economic needs of world security can best be 
served by utilization of sums capable of making significant progress in closing 
the hunger gap between the more highly and lesser developed countries. 

The original administration proposal and the Senate version of S. 2130 had 
both called fer authorization of amounts that are modest in comparison with 
the task; namely, $500 million in fiscal year 1958 and $750 million in each of 
fiscal years 1959 and 1960. The House, however, has eliminated altogether the 
1959 and 1960 suthorization. 

We hope that the House-Senate conferees will restore this 3-year autherization 
and that the Appropriations Act will reflect this very significant development in 
our mutual security program. 

We should like to take this oceasion to reiterate our conviction that the 
United States of America must retain the use of every possible weapon in this 
fight for the security of freedom. This means utilizing all the various forms of 
economic development cooperation whenever and wherever appropriate, such as 
grants as well as loans, the utilization of agricultural surplus as well as direct 
technical assistance. 

Indeed the technical assistance program, decidedly modest as it is in the 
current year, merits particular attention and should not be lost sight of in any 
rewriting of the legislation. 

While welcoming continued participation of the United States in United Na- 
tions technical assistance programs and programs for Palestine refugees and 
children’s fund, we share the disappointment of the world free-labor movement 
that there has not been a more rapid utilization of the multilateral channels 
along the lines of the proposed Special United Nations Fund for Economic Devel- 
opment (SUNFED). 

Billions of American dollars and thousands of American lives haye been 
spent in the creation of a peaceful and democratic world, a world free from 
Communist terror and aggression. Will these dollars and these lives now be 
wasted by shortsighted economy consideration, at this crucial moment in history? 
While we seek honorable and effective solutions to the burden of armament, we 
must not unilaterally weaken ourselves and our allies. There is no better 
investment in world peace and cooperation than the mutual security program. 

The AFL-CIO respectfully urges the Senate Committee on Appropriations to 
allow the full amount which may be authorized under the Mutual Security Act 
of 1957. Only such action would reflect the full needs of our national security 
and of the defense of peace and freedom in the world. 

There is nothing in the world situation which has justified the step-by-step 
reduction in the size of the mutual security program as it first came from the 
White House, later modified by it, then further modified by the Senate and 
finally seriously cut by the House. 

It is our sincere hope that the final conference on the authorization wil? 
restore the greatest part of the cut, and that there will be no cuts below this 
final figure in the appropriation act itself. 

The AFL-CIO, in earlier testimony on other appropriation bills, has stated 
its general conviction that budget-cutting must not be put ahead of vital domestic 
and international obligations of the United States. We do not have to like a 
$72 billion budget or a $40 billion defense bill or a $4 billiot mutual security 
bill; we just have to recognize the necessity. Some day soon, we ail hope, there 
may not be the need for such outlays. But as long as there are, we dare not 
shirk our responsibilities. We can afford to do what must be done. We cannot 
afford to do anything less. 

The AFL-CTO feels that the Mutual Security Act of 1957, as originally pro- 
posed, marked a noteworthy step forward in the efficient use of the available 
American resources, despite what we feel was too limited an approach to certain 
aspects of the program. AFL-CIO welcomed particularly the proposal in 8. 2130 
for a continuing development loan found, backed by authorization for 3 fiscal 
years ahead. We recognize that there are occasionally emergency situations in 
which the haste of a “crash” program may be necessary. We agree, however. 
with Members of Congress and other economic analysts that such “crash” pro- 
grams must be limited to emergencies and that the mechanism of a compara- 
tively long-range program is the most efficient approach to avoiding wasteful 
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haste and improvised using up of ‘funds within limited fiscal authorization 
periods. Congressional control over annual budgeting procedures of the fund 
and over the top policy-making fund authority would remain unchanged, while 
maximum use can be made of every available dollar by assuring program con- 
tinuity. 
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STATEMENT BY Dr. MERIBETH FE. CAMERON, CHAIRMAN, INTERNATIONAL 
RELATIONS COMMITTEE, AND Mrs. WALTER BAIN, CHAIRMAN, LEGISLATIVE 
PROGRAM COMMITTEE, AMERICAN ASSOCIATION OF UNIVERSITY WOMEN 


The American Association of University Women is an organization of 140,000 
women college graduates organized into 1,366 branches in the 48 States, the 
District of Columbia, Guam, Hawaii, and Alaska. 

A fundamental purpose of the organization is to stimulate and support study 
in fields of common and continuing interest, such as international relations. 
Complementing this aspect of the association’s program is an action program 
whereby members speak and work for legislation appropriate to the conclusions 
reached by their study groups. 

At its most recent biennial convention, held in Boston in June, the association 
once again went on record in support of foreign aid by adopting unanimously 
the following item as a part of its legislative program: 

“Support of a constructive foreign policy * * * designed to develop conditions 
favorable to democracy, economic well-being, security, and peace throughout the 
world by working for such objectives as * * * expanding programs for sound 
technical assistance and economic development.” 

At this late date in the legislative process, there are few, if any, arguments 
related to the foreign-aid pogram for fiscal 1958 which would be new to 
members of this hard-working committee of the Senate. 

We are well aware that you will have given serious consideration to the 
report of the Senate Foreign Relations Committee, which resulted from that 
committee’s deliberations on evidence developed during hearings, and on the 
several studies authorized by the Senate during the 84th Congress. We will not 
attempt to present all of the solid arguments which we recognize in support of 
the mutual security program beyond pointing out that the majority of these 
studies submitted to the Senate Foreign Relations Committee strongly recom- 
mend the continuation of the mutual security program, the creation of a 
development loan fund, and planning on a long-term basis. 

Instead, it is our desire to remind you of the widespread and undeniable citizen 
support for foreign aid that persists in a climate in which much has been said 
about bndget cutting. The Carnahan-Merrow committee’s findings and the public- 
opinion polls favoring foreign aid are neither freaks nor accidents. Rather, they 
have made manifest the same citizen understanding of foreign aid to which we 
would address ourselves. 

Like all taxpayers, members of AAUW would welcome the tax cuts which elimi- 
nation of the foreign-aid program might make possible, but, as thinking citizens, 
we are convinced such savings would be illusory rather than real, temporary 
rather than permanent. 

We think of foreign aid in terms of mutual security, giving due weight to both 
words, “mutual” and “security.” Whatever may have been past shortcomings 
in administration of the program, we are convinced that its overall effect on the 
world’s economy and on international relations has been highly beneficial to the 
West in general and to the United States in particular. 

Anyone familiar with the newspapers or other publications of foreign countries 
must be humble in the face of European, Asian, Latin American, and Afriean con- 
cern for “what the United States does next.” If the 85th Congress chooses to 
save dollars and cents at the expense of security, it will help build a reputation 
for American foreign policy as quixotic rather than reasoned. 

We regret the cuts made in the original recommendations in the Senate, but we 
regard those made in the House as dangerous to the effectiveness of the program 
aml to our own security. In our view, the momentum of the present program 
demands a generous appropriation which will permit expansion of the program 
rather than inadequate funding which could cripple or destroy. 

In promoting the health of the free-world community, the Congress will be 
advancing the self-interest of the United States: in advancing the self-interest 
of the United States, the Congress will be satisfying the expectation and hopes of 
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constituents everywhere. For security is more important than economy, whether 
from the point of view of the individual or the nation, and mutual respect among 
nations is more reassuring than self-righteous isolation. 

In sum, the international relations committee and the legistative program com- 
mittee of the AAUW urge that this committee and subsequently the Senate, ap- 
propriate the total budget for mutual security requested by the International 
Cooperation Administration. 


COMMUNICATIONS 


Senator Cuavez. Statements and communications on the subject 
of mutual security appropriations received by the committee will be 
inserted in the record. 

(The material referred to follows :) 


AMERICAN FARM BUREAU FEDERATION, 
Washington, D. C., July 24, 1957. 
Hon. ALLEN J. ELLENDER, 
United States Senate, Washington, D.C. 

DearR SENATOR ELLENDER: The American Farm Bureau Federation has ex- 
pressed its concern over the budget proposed for the 1957 mutual security 
program. While a great deal has been accomplished to date in Congress toward 
adjusting this budget, we feel that additional reductions should be made. 

You will recall that approximately $2 billion was appropriated for military 
assistance in fiseal 1957. We are now advised that a request will be made to re- 
appropriate $500 million of these funds for the fiscal year 1958 program. This 
indicates that about $1.5 billion was spent for military assistance in fiscal year 
1957. Yet the administration has proposed a budget which would expend $2. 
billion for this category in fiscal year 1958. This would be an $882 million in- 
crease in current rate of spending—a 58-percent increase. It would seem, there- 
fore, that additional cuts could be made in this category without jeopardizing 
the program. 

If funds expended under defense support were actually limited to assistance 
necessary to support the military establishment in countries which would. other- 
wise be unable to support such military establishments, and if military assistance 
was maintained at the same level as fiscal year 1957, it would be possible to 
limit the budget for military assistance and defense support to $2.1 billion. 
This would represent a $1.2 billion saving on the administration’s original re- 
quest. This we recommend. 

Under the current authorization of Public Law 480 (the Agricultural Trade 
Development Act), approximately $2 billion of foreign currency will be gen- 
erated. About $1.2 billion of these currencies has been earmarked for economic 
development. Farm Bureau has recommended, and the current Public Law 
480 extension bill provides, an additional $1 billion of authorization for fiscal 
year 1958. This will generate an estimated $400 million which will be used for 
economic aid. 

If full account is taken of these funds, it would seem possible and advisable 
to substantially reduce the amount of dollars appropriated for the development 
loan fund, technical cooperation, and special assistance. 

In this regard, we would like to refer to the attached table, which indicates 
our specific recommendations. Adoption of these recommendations would result 
in a total saving of $1.9 billion from the administration requests. 

You will recall that the Mutual Security Appropriation Act of 1956 limited 
the United States contribution to the so-called United Nations expanded technical 
assistance program to 3314 percent in fiscal year 1958 and subsequent years. 
Farm Bureau believes that the United States contribution should not exceed 3314 
pereent, and we would recommend that the Congress give consideration to the 
gradual (not to exceed 4 years) elimination of this fund and to a gradual increase 
of the FAO regular budget. 

We will appreciate your careful consideration of these recommendations 
as the Appropriations Committee takes up the Mutual Security Appropriation 
Act of 1958. We would like for this letter to be made a part of the record. 

Very truly yours, 
JoHN C. LYNN, 
Legislative Director. 
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Fiscal year 1958 mutual security program 


[In millions of dolars} 


| 
Administration | Farm Bureau Savings 
request jrecommmendation ‘| 


Military assistance Be ede Be 2, 400 } 


9 ' 
Defense support - --. ie 900 2, 100 


Development loan fund (economic aid) eecale nas 500 | 100 
Technical cooperation. _...........- 2-42... ~~... 152 | | 


Multilateral aid. .___.___- 113 100 
Special assistance _____ Jibuhu da tiobbcihdcdveddeds 300 } 100 
NN ei tintin chia einapiia is iN 4, 365 | 2, 465 | 
Unexpended balances (estimated), June 30, 1957_. ~~... 6, 000 |tm-banens---nmosiae dae diliftiedn = 


' 


1 In addition to the maximum use of funds acquired through Public Law 480 


Senator Cuavez. On behalf of Senator Hayden, the chairman of 
the full committee, I want to thank the outside witnesses for their 
testimony. I, for one, appreciate your being here and, to me, it is 
possibly the best testimony that has been given to this committee on 
this bill. I want to thank you. 

That will be all for the morning. 

(The following information was subsequently furnished :) 


REASON FOR UNOBLIGATED BALANCE 


(See p. 88) 
EXPLANATION OF REDUCTION IN REQUIREMENTS 


It is not possible to identify exactly $500 million savings because there are 
no 2 programs that are $500 million apart. For fiscal year 1957 the Department 
of Defense justified a program which totaled $3 billion, plus $166 million reap- 
propriation. There was, in addition, the carryover that was already obligated, 
but undelivered. 

The Congress provided $2,213 million, or a reduction from the amount re- 
quested of $953 million. In addition to the reduction by Congress, there has 
been reported $500 million in unobligated balances, so the total amount used, as 
compared to the fiscal year 1957 requests, is actually not $500 million, but $1,453 
million less than was requested of the Congress. The $1,453 million reduction 
represents literally hundreds of changes that have been made in the program. 
However, a relatively small number of principal changes will indicate substan- 
tially the magnitude of the total change. Below is shown a chart of the prin- 
cipal savings effected : 


Savings, fiscal year 1950-57 
Millions 

Spare parts 
Ammunition 
COMRBTINAIIOS. 2 sid ied eo ieee 
Refinement of advanced weapons 
German stockpile 
Training 
Yugoslavia 


These seven changes account for approximately the total amount. ‘The first 
three, which account for $1,100 million reduction, are the normal routine recur- 
ring operating requirements of our Allied forees. The next, the refinement of 
advanced weapons, is a matter of the same kind of technical evaluation as has 
been made in other areas and does not represent any arbitrary reduction of re- 
quirements which could have been met. 
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The German stockpile is a matter which was discussed with the Congress last 
year. It was pointed out that there were some items in the German stockpile 
which were not required, in view of the new system of reimbursable military sales, 
and those would be used for other programs where they could, and that those 
savings would be reported to the Congress; $146 million of that equipment and 
material has been reprogramed and is reported as a savings or reduction. 

There was a $36 million reduction in training, again not reducing any required 
training but a reduction where the training was in excess of the manning stand- 
ards or alternatively where the country could not provide, on the basis of past 
experience, the number of people with the technical background and the language 
capability to effectively absorb the training. 

Lastly, there was a $36 million saving in Yugoslavia as a result of legislative 
action. 

Following is a separate discussion in some detail of the spare parts and com- 
ponents and ammunition changes: 


Spare parts and components 


In the presentation to the Congress last year—not the $2 billion appropriated, 
but the $3 billion requested—was $559 million for spare parts and components 
for all services. 

In addition, there was a carryforward of over $1.3 billion from the 1950-56 pro- 
gram. Information was obtained as to the actual consumption in each of these 
countries. The 1957 program was fully refined and definite before the 1958 pro- 
gram was started. This permitted the use of new rates and a new base for figuring 
the future requirements of these countries and also permitted a more exact calcu- 
lation of the lead time which was actually required to provide for this. 

From this amount—the amount requested of the Congress, not the amount ap- 
propriated—as a result of these new techniques, a reduction of $424 million was 
made from the 1950-56 carryover, another $331 million from the amount requested 
of the Congress, or a total in this important category of over three-quarters of a 
billion dollars down to a new total of a little over $1.1 billion. In 1958 there is 
another slight reduction down to $1,113 million, which represents a still further 
reduction in the carryover. The amount of new funds is a little larger than was 
used in 1957 because certain of these savings resulted from living off the shelf— 
using up excesses in place, and this obviously is a onetime saving which cannot 
be repeated. 


Ammunition 


Briefly, ammunition presents about the same picture. The total request last 
year of $383 million, together with the carryforward in 1950-56, made a little over 
au million dollars that would have been available for ammunition under the pro- 
gram requested. 

By the same general technique, a reduction of 24 percent, nearly a quarter of a 
billion dollars, brought available funds down to a new total of $787 million. An- 
ticipating further reductions and further progress along this same line, in 1958 
the request is less than half a billion dollars of total availability, including $214 
million in the 1958 program, itself, and $278 million carryover. 
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PRICE AND WAGE INCREASES, JUNE 1956-JUNE 1957 
[See pp. 91-92] 


Projections into 1958 are not available. However, current prices as compared 
to a year ago indicate the trend of price increases. 


| | 
Indexes (1947-49=100) | 

bi yy? Yip ese sc Pees 

} | | increase 

June 1956 | June 1957 | 


ji— 











Wholesale price index (BLS)  acettintans edbane 14.2; 1117-4]... 28 
Metals and metal products_.._.-___..-___- ays 145.8 | ' 150 7 3.2 
Machinery and motive products : : oat sit 136. 8 | 1 145.2 | 6.1 
Materials for durable manufacturing Sa sdiciedianiubdeaaataliaal 147.1 | 1 151.6 |} 3.1 
Materials and components for construction _- _- ; | 131.5 | 1 132.6 8 
Producer finished goods. _____. : Lopate gd 137.1 1 145. 5 | 6.1 
Petroleum and products----_--_--__- mE? Ease J ; Bet 118. 3 | 1 128.4 | 8.5 

Consumer Price Index (BLS) ---- ; ‘ta a — ‘116.2 2 | 7 120. 2 re 3.4 

Construction costs (Commerce) ; . : 132.0 | 12 137.0 3.8 

Shipbuilding costs (Navy) -._- , | 3 268.0 | 1942846 6.2 

el EE i a 

| | 

| Dollars 

Br ei) I ia } 
June 1956 | June 1957 | 

Average gross hourly wages (BLS): i i Te | 
Manufacturing... ..........-.....- ae ss . _ | 1.97 | 1 2.07 | 5.1 

Durable goods. __.- oF 4p ates st Shoo * = 2.09 | 1 2.19 4.8 
Aireraft and parts _ te 2. 27 1 33 2.6 
Shipbuilding and repairs ie Sarge tasewiisss ils ai. 2.31 122.39) 3.5 
CORRES SING DOCPENNTIED x. <0. 0.45 dat < os Snnndentndscones 2. 20 1 2.33 5.9 

Building construction ee a oe eS ee 2.78 | 122.93 5.4 


1 Preliminary. 
2 May. 
3 1938-39 = 100. 
sApril. 


STATEMENT ON PIPELINE 
(See p. 148) 


A breakdown of the unexpended pipeline by country and by item appears on 
page 464 of the hearing for July 25, 1957. 

All of the undelivered equipment reported as in the pipeline is in approved 
programs and obligations and reservations have been accomplished and coun- 
tries informed that they would receive the equipment. Generally speaking the 
only circumstances for which we would change established delivery schedules 
and not meet our commitments would be for special reasons—such as failure of 
the country to raise agreed forces or as not being in the national interests to 
provide such equipment. If these instances should arise we can divert any 
item in the undelivered pipeline from the country to which it is currently pro- 
gramed to another country which has a requirement for the item, after a pro- 
gram for it has been approved. It should be recognized, however, that other 
diversions would result in failing to fulfill program requirements of the country 
from which the item is diverted. The programed requirements have been care- 
fully screened and reviewed under established programing criteria and represent 
the best military judgment as to the items that should be included in any country 
program. 

The saving which we were able to realize during fiscal year 1957 resulted 
from cutbacks in spare parts, ammunition, consumables, training, the German 
stockpile, refinement of advanced weapon requirements and a reduction in the 
Yugoslavia program as a result of legislative action. These savings were possible 
because the countries did not use equipment at expected rates, therefore reducing 
the requirements for spare parts. Since we have adjusted our programs to 
what we consider to be valid requirements based on actual usage and consump- 
tion rates, we do not expect further significant reductions. We are not contem- 


| ce 
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plating reductions of major items in the country programs. Therefore, any 
diversion weuld be contingent on such factors as the country not supplying 
agreed forces ; as being detrimental to the national interest, ete. 

It is impossible to report on how much of the undelivered pipeline could be 
reprogramed. In all cases the pipeline is backed up by obligations and is not 
available for other purposes. Under contracts and agreements which we have 
already committed these funds, industries have commenced the production of 
goods and foreign governments are taking steps to utilize goods or services from 
the United States. The promises made must be carried out, or contractors could 
ctaim' breach of contract and foreign governments could charge that the United 
States had acted in bad faith. 

Some shift between items is possible for items coming from service stocks with- 
out financial loss unless the items have been repaired or rehabilitated at military 
assistance program expenses. Furthermore, even some shift between items 
under new procurement may be possible. In this case, if production is already 
underway, such a shift might result in a charge to MAP for cancellation of 
production. In either case, it should be made clear that by the current pro- 
graming techniques, the undelivered pipeline is already programed against the 
highest military priority and shift would result in fulfilling lower priorities. 


REPORT ON DISCARDED EQUIPMENT IN UNITED KINGDOM 
(See p. 149) 


Equipment supplied under the military assistance program, to country A gives 
rise to a charge to appropriations if it is from new procurement or service stocks, 
which is credited to the record of that country. If the item becomes excess to 
the needs of that country, and is subsequently transferred to country B, there 
is no‘: new charge to appropriations involved, i. e., there is no duplication of 
eharges. The credit against country A is deleted in the record and entered against 
country B. 

In the fiscal year 1958 program, it is anticipated that approximately $500 
million will be devoted to furnishing of service stocks. ‘This $500 million will go 
to the service and after apportionment by the Bureau of the Budget, may be uti- 
lized by that service for the replenishment of its stocks with newly procured items. 
Material excess to the requirements of the military departments is furnished to 
MAP recipients at no cost to the program except the charges for rehabilitation 
and transportation. 

The majority of that equipment being made available to the United States 
military authorities by the United Kingdom, as surplus to their requirements, is 
that which is of lend-lease origin. This equipment is usually at least 15 years old 
and is of questionable use to meet military requirements. The Unified Comman- 
der has been authorized to dispose of this equipment either by redistribution to 
other countries or recovery by United States disposal offices for disposal as scrap; 
or disposal by the United Kingdom authorities. 


EQUIPPING OF STANDBY PLANTS IN EUROPE 
(See p. 218) 


No funds have been provided, or will be provided, under the MAP/OSP pro- 
gram or the facilities assistance program for the purpose of equipping standby 
factories in Western Europe. The purpose of the MAP/OSP program is to ob- 
tain required end items of materiel and does not contain any special provisions 
for furnishing tooling or other equipment to any facilities, operating or standby. 
The facilities assistance program is for the purpose of developing, on a joint con- 
tribution basis, certain operating facilities critically needed to supplement exist- 
ing munitions capacity, such as the development of propellant production capacity 
to match existing capacity for metal component production. While it is true 
that under this program, the fereign government, among other commitments, 
agrees to maintain the develope! facilities for use in the event of hostilities, it 
is important to note that all of the facilities developed to date are in operation 
and are not expected to be placed in a standby status. 

During 1949, the additional military production program was instituted by 
the United States to carry out one of the three basic provisions of the Mutual 
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Defense Assistance Act of 1949, i. e., to rebuild and expand indigenous production 
of military items abroad. This program was adapted primarily to the needs of 
Western Europe where substantial capacity for armaments manufacture lay idle 
for lack of production equipment, materials and components. This program in- 
volved sizable amounts of machinery which was financed with MDA funds allo- 
cated to ECA by the State Department. The program was implemented during 
1949-51 and did not have any connection with the later-instituted MAP/OSP and 
facilities assistance programs, 


[See p. 394] 


STATEMENT PREPARED BY THE ATOMIC ENERGY COMMISSION ON PROGRAM FOR 
TRAINING FOREIGN STUDENTS AT THE ARGONNE SCHOOL 


The Atomic Energy Commission has never requested funds for the living ex- 
penses of foreign students attending the Argonne School. As indicated in the 
hearings (pp. 26 to 33) on the public works appropriation bill, 1956, the estimate 
for that year included $676,000 for operating expenses of the school, offset in part 
by charges for tuition amounting to $186,000. Funds for this purpose were ap- 
proved by the House and the Senate for that year. 

Also in 1956 the Commission requested funds for an additional building for 
the Argonne School. The authorization was approved by the Joint Committee 
on Atomic Energy. During the course of the hearings on this authorization, the 
matter of support for foreign students was discussed as follows: 

“Representative CoLeE. Do the students pay any part of the tuition? 

“Mr. Davis. The foreign students and the American students are paying $500, 
I believe, for this short course. 

“Representative Core. Is that for their tuition, or for their maintenance? 

“Mr. Davis. That is for their tuition, and I believe FOA is actually paying 
that for most of the foreign students. 

“Representative CoLe. Will it be the policy that these students pay $500 a year? 

“Dr. Lissy. That is our present policy. 

“Representative Cote. And maintain themselves, the Commission will not sup- 
port them? 

“Dr. Lispy. That is our present policy. I do not think it will be necessary to 
change it or desirable to change it at all.” 

At Representative Cole’s request the Commission subsequently submitted a 
formal statement of supplemental information on the Argonne School which 
appears as appendix A of these hearings. The matter of financial assistance to 
foreign students was covered in the following sentences in this statement: 

“Some foreign students may receive financial assistance while attending the 
school through the Foreign Operations Administration or grants through the 
Department of State IES program. It is our understanding that the FOA or 
the Department of State in those cases pays the tuition for the students and 
assists the students with a per diem and travel allowance. The AEC gives no 
financial assistance other than the difference between total costs and the tuition 
charged.” 

This statement of an existing procedure for ICA (then FOA) financial assist- 
ance in the training of foreign nationals as part of its technical assistance pro- 
gram was made a month prior to the testimony of Commission witnesses before 
the Senate Appropriations Committee in which questions concerning the Argonne 
School were raised. 

Although the matter of assistance to foreign students was not directly raised 
during the testimony before the Senate Appropriations Committee, the committee 
report on the public works appropriation bill, 1956, denied the request for addi- 
tional facilities and in so doing said, in part: 

“* * * The committee believes that before the education program of the Com- 
mission is expanded or continued beyond its schedule for 1955-56, a plan for its 
operation should be approved by the Joint Committee on Atomic Dnergy. In the 
meantime, the committee does not approve of the construction of any permanent 
facilities at this time for such educational program, and urges that insofar as 
practicable the governments of nationals participating in such educational pro- 
grams, or the nationals themselves, should defray the costs of their travel and 
education.” 

From the outset, the training of foreign students at the Argonne School has 
been a cooperative effort of ICA and the AEC. The Commission has operated 
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the school and has established a uniform tuition charge for all attending whether 
they be American or foreign students. The ICA has assisted foreign students 
from those countries which are eligible for such technical assistance, and has 
indicated the use of mutual security funds for this purpose in the 1957 and 
1958 budgets. 

Thus, there has been no change or shift of funding under this program and 
amounts were appropriated to each of the agencies to carry out their respective 
responsibilities in the fiscal year 1957. The budget requests for the fiscal year 
1958 were submitted on the same basis. 





STATEMENT PREPARED BY THE INTERNATIONAL COOPERATION ADMINISTRATION ON 
ICA SPONSORSHIP OF TRAINING IN THE FIELD OF ATOMIC ENERGY 


The ICA technical assistanee program which was authorized by the Act for 
International Development (title IV of Public Law 535, approved June 5, 1950) 
includes activities in the fields of “economic, engineering, medical, educational, 
agricultural, fishery, mineral, and fiscal surveys, demonstration, training, and 
similar projects that serve the purpose of promoting the development of eco- 
nomic resources and productive capacities of underdeveloped areas.” Under this 
authorization and the subsequent one of the Mutual Security Act of 1954, many 
programs for training of technical and scientific personnel in several of the 
aforementioned fields have been carried out by ICA. 

When President Eisenhower, in his address before the General Assembly of 
the United Nations in December 1953, announced the basic policy of sharing 
and cooperating with free nations in the development of atomic energy for 
peaceful purposes, interagency discussions were begun between the Department 
of State, AEC, and ICA (then FOA) under the leadership of the Department 
of State, to formulate plans as to the best manner of implementing such a pro- 
gram. As a result of these discussions, it was agreed that each agency should 
earry out that portion of the program which is closest to its normal activities 
and accordingly with respect to training due emphasis should be given in the 
existing ICA (then FOA) technical cooperation program and the Department of 
State educational exchange program to the field of nuclear energy. This was 
felt particularly important in view of the President’s offer to fund up to 50 per- 
cent (but not to exceed $350,000) of the cost of a research reactor to friendly 
countries. Such reactors must have specially trained technicians and scientists 
to make them safely and fully operative. 

On December 10, 1954, a cireular airgram, CA-3814, copy of which is attached, 
was sent by the Department of State to all appropriate missions informing them 
of the United States interim programs to develop peaceful uses of atomic energy. 

On December 23, 1954, a joint FOA-State airgram, CA-4095 (copy attached) 
was dispatched announcing the first course of the Interiational School at Argonne 
National Laboratories. Since then announcement of subsequent courses have 
been sent from time to time by ICA to its missions. 

On July 5, 1956, a joint ICA-State message, ICATO Circular A-1 (copy at- 
tached) was dispatched outlining current United States programs in this field. 

In carrying out its program on the peaceful uses of atomic energy, the ICA 
has followed the same procedure used in the implementation of its other tech- 
nical assistance projects. ICA considers this program, however, to be of par- 
ticular importance because of its relation to the stated policy of the United 
States with respect to the atoms-for-peace program. 

With specific reference to the request for information concerning training 
costs to ICA in the field of atomic energy, the following report is submitted : 


TRAINING AT THE INTERNATIONAL SCHOOL OF NUCLEAR SCIENCE AND 
ENGINEERING (ISNSE) 


The ISNSE program began in March 1955. One hundred eighty-four foreign 
ICA participants have attended the five sessions of the school at Argonne 
National Laboratory, Lemont, II. 

The participating countries paid all costs of the training, including inter- 
national travel, maintenance, and tuition, for 63 percent (116) of all participants 
receiving training in the ISNSH program. The remaining 37 percent (68) have 
received varying degrees of financial help through ICA. ‘These costs were 
charged to USOM program allotments for technical cooperation or technical 
exchange funds authorized under the Mutual Security Act. 
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ICA financial assistance to participants was distributed by areas as follows: 
Percent 
Ns ca ih ila cetntict cttital indie bin idlecpmanloncedberrinnine ture teaen 
Latin America 
Far East 
Near East 


Total 


Total funds allocated by ICA for the five sessions follow : 
Tuition costs *___ ho E : ot 
Maintenance *. : ~~ 746 
International travel 


Total 


1 Tuition—1st course, $500; 2d course, $1,500; 3d, 4th, and 5th courses, $2,000. 
2 $8 per diem and stateside travel included. 


Countries which have had independently financed participants attending 
the ISNSE 


WOrmeriaete LU be ieleer na 
Norway 

Pakistan 

Portugal 

Spain 

Vememee ma 2 peat ot eh ver 
Yugoslavia 


Om bo eS OI 


Total 
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Countries which have been provided varying financial assistance by the ICA 
for attendance at the ISNSE 


Austria a a ae healer aul een ie 
Brazil 3 | Japan 

Mexico 

Pakistan 

Philippines 

Thailand 

Turkey 

Uruguay 


Ww 
Akt SOO 


- 
~ 


Set C 


~ 


wogne-! 


Total 
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Parlier this year ICA made a study of the present activities of the graduates of 
the first two courses at ISNSE. Of the 55 ICA-sponsored participants in the 
first 2 courses, information was received on 44 of them. Their present employ- 
ments are as follows: 

1. Employed in national atomic energy commissions or Government nuclear 
penaeen Titties oe ai eile be eu cai a ae 17 

2. Employed in private industrial firms engaged in atomic energy - develop- 
ment SEA ZINC. See Ts 

, saching nuclear physics or nuclear engineering in universities 

5 cmecialeed training program at Argonne National Laboratory 

. Specialized training program at University of Michigan__ 

. Fellowship at Lehigh University_- 

. Army Staff (Greece, Philippines) . . 

. Staff members, National Power Corp., Philippines__._._._-_----.-------- 

. Production superintendent, pharmaceutical supplies, Guatemala__-—-_--~~- 

. Studying for doctor of philosophy degree, McGill University, Canada 


Total 
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OTHER ICA-SPONSORED TRAINING IN ATOMIC ENERGY 


In addition to the formalized training courses at the International School of 
Nuclear Science and Engineering (ISNSE), the ICA sponsors a wide variety of 
training programs in the application of nuclear energy in medicine, agriculture, 
and industry. Such programs are adapted to the individual backgrounds and 
needs of the participants and their country programs. The training is given in 
colleges or unyersities, industrial installations, research institutes, medical hos- 
pitals and government-laboratories. Since 1955, a total of 69 people have been 
trained under this program. 

ICA financial assistance to these participants was distributed by areas as 
follows: 





Percent 

Latin’ Ameritas ci ch nh endnote 12.0 
Par Waste ea coc ele eee eee eee 45. » 
Neat Wilbati finite hed isi ees) che ee ieee 42.5 
Petals: sii iis mncdcshsbinien deeds eb hee duaeaennnees 100. 0 

Total funds allocated by ICA for these programs were as follows: 

Teaitiow :: COOH oi iecdiiitc 105.3 intel Whedbee nab ibaaeckeeenie $2, 064 
Maintenatiee 163s ns sei ciclich oe neinnicnhaknG-iiigeeana eee 169, 596 
International. travel. 66.4 isd dsc eens wiedionee 11, 530 
"POC. ohiis cin enti sina acne gues astt Sa eeke eee 183, 190 


1 Since over 50 percent of the participants hold doctor of philosophy degrees, they follow 
postdoctoral research programs at universities for which generally no charge is made for 
tuition. Also other institutions (hospitals, private industry, etc.) usualkye-make no charge 
for this training. 

2 Includes $8 per diem and stateside travel. 


Countries which have had independently financed participants in the United 
States for training (other than ISNSE) 


POS gs leg indies NI cata teehee ciel atcha tnesies Siiioale I 
Clas wiisad hiss Shalstniiiaacs eee Oe CONE faciss ss souck hl ccheniy Sein tectiiehenetmeial 9 
Trance... Juss es aebees 2} United Kingdom_.....2.-.2....-2 1 
ee ee 2 a 
BIEIN Ss coen-akin ts Spcriskaaemennae eiaeoeele 6 WI thoes reo Naan cette 26 


Countries which have been provided varying financial assistance by the ICA 
for training (other than ISNSE) 





BMG ihe is 25h benno Lk al ey I i A ns gcd es ene I 
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Chile alin Deki Etta tase ets cia atch DT 2 nee i sca nah doienecees de D 
Colombia , irae ‘ 1 | Rn 99s ness 8s, dest s 3 5 
GreReC ian ol eles ech le. t SePWR holes Ss aoe hot. 13 
Guatemala mo magne akties WEE ee 2 NOOR as 36 hii calico. Gan ou 2 
SUG bo ites ce arias 3 ee 1 - 

Indonesin=:____ ctduaiais bite Mabaless. ai-sdatsnieolniit i 43 


DEPARTMENT OF STATE INSTRUCTION 950, UNCLASSIFIED 


No. CA—3814, December 10, 1954. 
Subject: United States interim programs to develop peaceful uses of atomic 
energy. 
To: Cireular. 
A. CONTENT ON PROGRAMS 


1, Concurrently with the planning and negotiation of an agreement setting up 
an International Atomic Energy Agency, first proposed by the President in his 
General Assembly speech of December 8, 1953, and further discussed by the Sec- 
retary in his U. N. address on September 23, 1954, and Ambassador ‘Lodge on 
November 5, plans have been formulated for the United States to initiate several 
interim programs to assist friendly foreign countries in developing the peaceful 
uses of atomic energy. 

2. These programs consist of the following: (1) The establishment of a reactor 
training school at Argonne National Laboratory in March 1955; (2) technical 
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assistance in the construction in friendly foreign countries of research reactors, 
including the necessary amounts of enriched nuclear materials; (3) additional 
courses at Oak Ridge Institute of Nuclear Studies to train foreign nationals in 
radioisotope techniques; (4) training courses in the utilization of atomic energy 
in the fields of biology and medicine and agriculture; (5) traning courses in 
industrial medicine and hygiene; (6) invitations to a number of foreign doctors, 
surgeons and specialists to spend about 2 months in the United States visiting 
Argonne and Oak Ridge Cancer Hospitals and other research centers; (7) pres- 
entation of a number of AEC technical libraries to countries or regional groups; 
and (8) preliminary training in nuclear sciences, engineering, etc., where required 
to provide underdeveloped countries with cadres of personnel with appropriate 
basic training to qualify for participation in specialized atomic energy programs. 
3. There follows a general description of the programs: 
(1) Reactor training school 


(a) This school will be opened in March 1955 at Argonne National Laboratory 
(near Chicago, Ill). It is expected that up to 20 foreign students and scientists 
can be accommodated at the first course, which is expected to last approximately 
7 months. The second course, repeating the work of the first course with such 
modifications as are found desirable as a result of the first course, will begin in 
October or November 1955 with accommodations for up to 50 foreign students and 
scientists. The courses will include lectures, laboratory work, and actual work 
with reactors, their components and associated facilities. 

(6) It is desirable that applicants be between the ages 22 to 35 because of 
the accelerated nature of the courses and the resulting physical demands this 
imposes on the students. The applicants should have a good speaking, reading, 
and writing knowledge of English. Graduate training in engineering or the 
physical sciences would be desirable; a bachelor of science degree in engineering 
or the physical sciences is a minimum requirement, 

(c) Since the training program will consist in part of group projects, it is 
also desirable that the student body contain a proportionate number of indi- 
viduals specialized in certain fields. The most desirable distribution of skill in 
the first course would be: 5 students with training in physics or mathematics; 
5 with training in chemistry or chemical engineering; 5 with training in metal- 
lurgy or physical chemistry ; and 5 with training in mechanical engineering. 

(ad) The tuition for the first course will be approximately $500. 


(2) Aid in the design and fueling of research reactors abroad 


The United States will be prepared to assist friendly foreign countries in the 
design and fueling of research reactors. Enclosed is a copy of a fact sheet 
prepared by the Atomic Energy Commission concerning this program. These 
reactors, utilizing slightly enriched uranium, are valuable research tools and a 
basic necessity for training in the atomic energy field. (No country can realisti- 
cally plan to construct a reactor for power without first having a group of 
trained personnel.) 

Some of the uses of such reactors are: 

(a) Production of radioistopes for use in medicine, chemistry, biology, agri- 
eulture, and other fields of research or industrial application. 

(b) Medical therapy by use of external beams of neutrons and gamma rays. 

(c) Basie research in areas such as solid state physics, nuclear properties of 
matter, radiation physics measurements. 

(d) Reactor engineering experiments on such things as radiation effects on 
corrosion, strength of materials, instrumentation, and so forth. 

(e) As a versatile training tool for reactor operators and a laboratory for 
students speicalizing in various aspects of nuclear science. 


(3) Training course in radioistope techniques at Oak Ridge Institute of Nuclear 
Studies 


(a) Radioisotope technique courses of 4 weeks’ duration each are designed 
for individuals who have the equivalent of a bachelor’s degree and adequate 
training and experience in the field in which they propose to use radioistopes. 
(An advanced degree may be accepted as evidence of the necessary training and 
experience.) An understanding of the English language is also necessary. Radio- 
isotopes are useful in the fields of biology, medicine, agriculture, industry, and 
the physical sciences. 

(b) The radioisotope courses have been open to qualified foreign nationals for 
several years. Chiefly because of space and other limitations only the three 
winter courses have been open to foreign nationals and then only to the extent 
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that American applicants would not be displaced. This has meant that many 
foreign nationals were unable to attend ORINS courses because some were unable 
to come to the United States during the winter months, and also because of the 
large number of applications by qualified Americans. A special course for up to 
32 foreign nationals will be given at ORINS in May 1955. Thereafter there will 
be billets for about 5 foreigners in each regularly scheduled course. 


(4) Training courses in utilization of atomic energy in the fields of biology, 
medicine, and agriculture 

(a) Pre- and post-doctoral training of from 1 to 2 years will be provided at 
Oak Ridge, the Brookhaven National Laboratory, the Argonne National Labora- 
tory, and the Argonne Cancer Research Hospital at the University of Chicago, 
the AEC projects at the University of California, Berkeley, the University of 
California, Los Angeles, and the University of Rochester School of Medicine and 
Lentistry, for a number of qualified foreign students per year under this program. 
In addition, the Harvard University medical physics laboratory and the New 
I'ngland Deaconess Cancer Research Laboratory in Boston, and the Western 
Reserve University School of Medicine offer similar opportunities in biophysics, 
pathology, radiation toxicity, and biochemistry, for from 2 to 4 foreign scien- 
tists each year . Applicants should have received training in one or more of the 
following fields: biology, biochemistry, biophysics, the medical sciences, and the 
agricultural sciences, including veterinary medicine. Applicants should have a 
good speaking, reading, and writing knowledge of English. 

(b) As presently envisaged the program will be set up along the following 
lines: Persons accepted by the above named institutions for pre- and post-doctoral 
training and research in the peacetime applications of atomic energy will spend 
6 to 18 months as active participants with a research group using the tools of 
atomie energy under the leadership of an outstanding scientist in the field of 
science constituting the applicant’s principal interest. It is recommended that 
those not previously familiar with radioisotope techniques plan to take the regu- 
lar Oak Ridge Institute of Nuclear Studies radioisotope training course referred 
to above before embarking on this type of training. 








(0) Course in industrial hygiene for industrial dealing with atomic materials 

(a) This training will be opened to 5 to 10 foreign applicants per year. The 
first course will be offered by mid-1955, Applicants should have good speaking, 
reading, and writing knowledge of English. 

(b) This type of training at present will be of more practical benefit to those 
countries in which there are now industries which handle atomic materials. As 
the uses of this material become more widespread it is believed this type of pro- 
gram will become of greater interest to a wider number of countries. This 
month program will give indoctrination in the following fields: industrial 
hygiene engineering techniques and radiological health physics. 


(6) Invitation to foreign doctors and specialists to visit United States cancer 
hospital facilities 


Beginning early in 1955, invitations will be extended to a limited number of 
doctors, surgeons, etec., to visit the United States for study and conversations over 
a 2-month period at various research facilities such as the Argonne Cancer Re- 
search Hospital. 

(7) Technical libraries 


The AEC is prepared to give 10 or more technical libraries to friendly foreign 
countries and regional research groups such as CERN. A technical library con- 
sists of about 10,000 AEC research and development reports, 28 bound volumes of 
the Commission’s National Nuclear Energy Series, 9 volumes of abstracts of some 
50,000 technical reports and articels published in the United States and abroad, 
and 25,000 sets of index cards and other material. The collection is a duplicate 
of material now available in 42 repository libraries in the United States. Re- 
cipients will receive the same additions to the libraries that are added from time 
to time to the American libraries. One such library was recently presented to 
the Japanese Government; others, earlier, were made available to Belgiuin, the 
United Kingdom, Canada. Requests for libraries have been received from sey- 
eral countries, including France. 

Recommendations are requested on which a decision may be based concerning 
the distribution of the libraries. In general, it is felt that no more than one 
library would be required for any given country. As a general rule it is felt that 
the libraries would be of more immediate value to those countries that already 




































































558 MUTUAL SECURITY APPROPRIATIONS, 1958 


have some competence in the atomic energy field. However, any country which 
can show a reasonable capacity to make effective use of a library will be favor- 
ably considered for distribution. 

The United States will ask in return for these libraries that the recipient coun- 
tries provide, on a current basis, their collections of similar official unclassified 
papers. 


(8) Preliminary training 


Arrangements will be made for a few outstanding students with proper scien- 
tific aptitudes, but lacking basic technical training to receive 1 to 2 years of such 
basie training in nuclear sciences, engineering, etc., where required to permit 
them to qualify for participation in specialized atomic energy programs. Such 
training will be under the auspices of universities cooperating in the Atomic 
Energy Commission’s program. Participation in this pretraining program will 
be limited to underdeveloped countries which presently lack personnel with nec- 
essary basic training. 


B. FINANCING AND IMPLEMENTATION PROCEDURES 


1. United States Government through AEC will be bearing heavy costs of pre- 
vious development work and provision of training facilities necessary for above 
programs. 

2. General assumption is that other governments’ interest in these programs 
will be so great and direct costs of participation for most of them relatively so 
small that governments and other foreign sponsors will, in most cases, be wilting 
and able to carry direct costs of participation themselves. Such costs include 
transportation, living costs and tuition for trainees in programs (1), (3), (4), 
(5), (6), and (8) above; costs of United States technical advisers, and construc- 
tion costs of reactors under item 2. 

3. However, primary consideration is to stimulate participation by other coun- 
tries in manner which will best serve broad objectives of program as outlined 
by President and Secretary. United States will therefore utilize existing gov- 
ernment foreign assistance and educational exchange programs where feasible 
and will endeavor to arrange United States private foundation support to ex- 
tent required to avoid insofar as possible financial difficulties preventing other- 
wise desirable participation. 

4. Regardless of financial arrangements, all requests for participation in pro- 
grams (1), (4), (5), (6), and (8) should be processed through existing mecha- 
nisms of FAO technical cooperation or technical exchange program or Depart- 
ment’s educational exchange program to facilitate selection and handling of par- 
ticipants’ security clearances, etc. Attached chart indicates proper processing 
channel for each program. Where other government or private foreign or 
United States sponsors are bearing all or part of costs, activities should be han- 
died under FOA type C category or IES specialist category, within assignments in 
attached chart. 

5. FOA and IES will be sending further instructions on financing and process- 
ing soonest. 

6. Following additional notes are relevant in implementation of individual 
programs: 


(1) Reactor training school 


Applications for attendance at first session should be forwarded no later than 
January 20, 1955, on appropriate FOA or IES forms. The AEC will have final 
responsibility for selecting students, taking into account FOA/W, department’s, 
post’s, recommendations. It is felt that this type of training will be of most 
benefit to representatives from the underdeveloped areas. 


(2) Design and fueling of research reactors 


An approach for assistance in the design and fueling of a research reactor could 
be made either in the field or in Washington; because of the technical problems 
involved, an approach to the AEC through the Department of State in Washington 
would be the most productive and timesaving. Prior to the actual construction 
of such a reactor utilizing fissionable material from the United States an agree- 
ment for cooperation must exist between the recipient country and the United 
States under section 123 of the Atomic Energy Act of 1954. (The text of sec. 123 
is enclosure 2). Each post is requested to report its recommendations on the 
possibility and feasibility of United States assistance in the design and fueling 
of research reactors in the country in which it is located. 
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Each foreign government or group requesting assistance must bear the cost 
of construction of the reactor and the fuel elements. These reactors range in 
price. from $100,000 to several million dollars for construction, and require 
from a few tens of thousands to several hundreds of thousands of dollars per 
year for operating costs. Necessary amounts of enriched nuclear materials to 
charge the research reactors would be available from the AEC. 


(3) Radioisotope techniques training 


A registration fee of $35 will be at the expense of the student or the country 
for which he comes. Students will also be expected to pay their own living 
expenses, which should amount to approximately $200 to $300 exclusive of travel. 

Applications to attend ORINS should be forwarded through the foreign mission 
of the applicant’s country to the Department of State for transmission to the 
AEC. A duplicate copy of the application should be sent directly to ORINS by 
the applicant. Deadline for receipt of applications by the AEC for the special 
course beginning in May 1955, is February 1, 1955. Applications for regularly 
scheduled courses should be received approximately 6 months in advance of 
the course. 


(4) Training courses in biology, medicine, and agriculture 


The average cost for each trainee will be about $2,500 per year, exclusive of 
travel. 


(5) Industrial medicine and hygiene training 


Costs will run from a few hundred dollars to $1,200. Living expenses exclusive 
of travel should be about $1,500. 


(6) Doctors study tour 


This program will be carried out under the administration of the educational 
exchange program of the Department of State. It is expected that a number 
of those who will be invited to visit the installations will already be in the United 
States on various exchange programs. 

It is also expected that one group of 10 to 12 doctors from approximately as 
many different countries will be invited to make a special trip to the United 
States for this purpose. The special group would make their visit in the spring 
of 1955 in order that they might also attend the conference of the Third Inter- 
American Congress in Radio-biology in April 1955. 

Expenses of the doctors in the special group will be a charge against the money 
allocated to each country for leaders. A circular instruction on this subject be 
dispatched soon to those countries which it is hoped will participate and to 
those which indicate a desire to select one or more leaders for this program. 


Cc. 





ACTION REQUESTED 


Each post receiving this communication for action is requested at its discre- 
tion to bring the substance of the foregoing programs to the attention of the 
appropriate foreign officials and report reactions to the programs. The PAO, at 
his discretion, may bring the substance of the foregoing to the attention of appro- 
priate foreign university, foundation, and academic officials and persons who 
might be interested in the programs, 


Db. FOR POST’S INFORMATION ONLY 


While participation in one or all of the programs should be encouraged no 
commitment should be made that all requests for assistance can be met. The 
United States Government will make the final decision as to who will participate 
in the various training programs. As a general rule requests will probably be 
handled on a first-come-first-served basis; however, regional representation will 
be taken into consideration in making the selections. It is expected that the Re- 
actor Training School, for instance may be of most benefit to South American, 
Mediterranean, and Asian countries. Accordingly, applications from these areas 
may receive greater consideration. Advanced training in the field of industrial 
hygiene would appear to be of immediate benefit to Western European countries, 
and applications from that region for participation in this program may receive 
greater consideration. 

In the case of the technical libraries, decisions as to the distribution will be 
based on the recommendations received from the field. Here again efforts will 
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be made to see that they are distributed so that no geographic area will be 
slighted. 
DULLES. 


Enclosures: (1) Fact sheet 1 copy to each post; (2) Public Law 703, 83d Con- 
gress; (3) processing channels for peaceful uses programs, 


DEPARTMENT OF STATE INSTRUCTION, UNCLASSIFIED 


No. CA-6313 Marcu 23, 1955. 

Subject: United States interim programs to develop the peaceful uses of atomic 
energy. 

To: All American diplomatic posts. 

Reference: CA-3814 and CA-4095. 


The purpose of this communication is to inform the missions that the instruc- 
tions under reference were reclassified to unclassified on March 11, 1955. 


DEPARTMENT OF STATE INSTRUCTION 


(Joint State-FOA Instruction) 


No. CA-4095 December 23, 1954. 

Subject : School of Nuclear Science and Engineering (Reactor Training School). 
To: Circular. 

Reference : CA-3814, December 10, 1954. 


1. As indicated in CA-3814, the USAEC will offer the first course at the Reactor 
Training School, referred to by the President in his Labor Day address on Sep- 
tember 6, the Secretary of State on September 23 and Ambassador Lodge on 
November 5, on or about March 1, 1955, at the Argonne National Laboratory, 
Lemont, Ill. (about 30 miles from Chicago). It is intended that up to 20 foreign 
students will participate in this 7 months’ first course. Copies of the brochure 
giving details about the Reactor Training School are enclosed. (Five copies for 
each action post ; three for each post receiving this for information. ) 

2. It is hoped that through this program a cadre of qualified foreign nuclear 
technicians will be built up over a period of years, in order that any country 
which requests assistance from the United States in the construction of a research 
reactor may have competent personnel to operate the reactor. 

3. Immediately upon receipt of this communication the officer in charge of 
each action post is requested, at his discretion, to bring this matter to the atten- 
tion of the appropriate foreign official and extend on behalf of the United States 
an invitation for the foreign government to nominate two qualified students for 
attendance. It is expected that admission to this school will be sought even by 
students from countries which already have constructed reactors, and, therefore, 
have facilities available for training in reactor technology. It is intended, how- 
ever, to give preference, at least for the first course, to students from those coun- 
tries which fall in the underdeveloped category or which have already established 
atomie energy commissions or committees, but do not have reactors at the present 
time. 

4. The entrance requirements for the school are exacting. Each student should 
be between 22 and 35 years of age and have good reading, writing, and speaking 
knowledge of English. As a minimum the student should have a B. S. degree in 
engineering or the physical sciences. More advanced training and graduate work 
in the physical sciences, especially nuclear physics, would be preferable. Be- 
cause of space limitations, it will probably be possible to accept, except in cer- 
tain instances, only one representative from any one country. It is advisable, 
therefore, in communicating this information to suggest that, where possible, 
each of the students nominated to attend the course have training in different 
disciplines, e. g. chemistry, engineering, nuclear physics, metallurgy, ete. 

In connection with normal practice concerning visitors at the Argonne National 
Laboratory all students (both foreign and American) will be asked to sign 
waivers absolving the Laboratory of any liability in the case of accidents to the 
students. 


as & ab abd ot bh 


—_— 4 ee oe eet ee 


—~A es a &, 


yy ee ~ eS PO 





ae 


MUTUAL SECURITY APPROPRIATIONS, 1958 561 


5. In view of the time factor, that is, the course begins on or about March 1, 
1955, the officer in charge may wish to suggest that consideration be given to 
aesignating for attendance students who are at present in the United States. 
Designation of students already in the United States would also be more econ- 
omical as far as travel expenses are concerned. 

6. The course of study is still in preparation and as developments occur, it will 
be changed to meet the needs of the students. As presently envisaged the course 
will present known problems in connection with the designing and operation of 
reactors and their solutions. There will be laboratory work and practical exer- 
cises offered in the engineering, metallurgy, health physics, safety, etc., aspects 
of reactor technology. The students will receive instruction in the design of 
fuel elements and chemical recovery, and in the latter portion of the course they 
will be permitted, under instruction and in groups, to design an actual reactor. 
Only declassified and unclassified information will be offered during the course. 

7. An indicated in CA-3814 participants in this course will be processed 
through FOA channels in all countries in which FOA technical cooperation or 
technical exchange programs are in operation. Other country participation will 
be processed under the Department’s specialists program. In all action posts 
other than Bern, Pretoria, Canberra, and Buenos Aires, USOM should participate 
in discussions leading to nomination of candidates. Standard FOA PPA (NFCR), 
PIO/P, and biographic data forms should be filled out for such candidates and 
submitted to FOA/W in the normal way. The necessary forms must be sub- 
mitted FOA/W not later than about January 15, 1955, to permit necessary time 
for security clearance and selection. If it is impossible to have Biographic Data 
Form 582 in FOA/W by that date, please cable the following minimum informa- 
tion (but send the completed form by mail): all information requested in the 
upper right corner marked “to be completed by USOM”; all information re- 
quested by blocks 1 through 5; either father or mother, block 6; blocks 9 and 
12: and employer’s name, block 15. 

8 Non-FOA countries should process the applications as those from candidates 
for Public Law 402 grants in the specialist category. However, as there are 
no special support funds available for non-FOA countries and uncommitted 
Public Law 402 funds are not apt to be sufficient, the cost of participation will 
have to be largely borne by the countries concerned. In such cases it is probable 
that the per diem and transportation expenses can most easily be handled directly 
by each Government with the assistance of its Washington Embassy. The tuition 
charges mentioned below may be arranged for by a transfer of funds under the 
provisions of Public Law 402. 

9. Cost for each participant will include overseas and domestic travel, per 
diem of $12 per day while in travel status in the United States, and $8 while in 
residence at Argonne, and $500 tuition per student. As indicated in CA-3814 
it is assumed that in most cases the foreign government or other foreign sponsor 
will bear these costs. In such cases, participation from FOA countries should 
be handled as self-financed projects (type C under technical cooperation pro- 
gram). Where financial requirements would discourage otherwise desirable 
participation, USOM’s authorized to process for FOA financing of part or, in 
rare cases, all of costs. FOA/W is holding a small special fund for these costs 
and mission allotments will be reimbursed from this fund where required. No 
special United States support funds are available for non-FOA countries. 

10. Favorable response of all action addressee countries will obviously produce 
more candidates than the first course can handle. Final selection will be made 
by the AEC, taking into account recommendations from the Department and 
missions. It should therefore be made clear to the other governments that it will 
probably not be possible to accept all qualified candidates in the first course, but 
that surplus candidstes will be given priority consideration for the next course 
beginning in October. The missions should also indicate on the application the 
reasons, if any, why participation of one or more candidates from their country 
in the first course is felt to be especially important. 

11. Hach action post is requested to inform the Department immediately of 
the foreign reaction to the opportunity for sending students to participate in the 
first course of the Reactor Training School. 

DUILtLESs. 

Enclosure: Five copies of Brochure of School of Nuclear Science and Engi- 
neering to all action posts. Three copies of brochure of School of Nuclear Science 
and Engineering to al! information posts. 
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INTERNATIONAL COOPERATION ADMINISTRATION 


(This is a joint ICA/State message) 





Jury 5, 1956. 
From: ICA, Washington. 

Subject: United States programs to develop peaceful uses of atomic energy. 
ICATO Circular A-1, ICATO Circular XA-11. 


A. Status of program 

Bilateral agreements concerning peaceful uses of atomic energy have: been 
negotiated with 37 different countries. Thirty-one of these agreements cover as- 
sistance in the construction and fueling of research reactors. No classified infor- 
mation is involved. These agreements have been negotiated to date with the 
countries listed in annex. It is expected that additional agreements may be 
negotiated this year. The United States is prepared to assist in financing half 
the cost up to $350,000 of the construction of reactors under the terms of the fore- 
going agreements for cooperation. Financial assistance is extended for the con- 
struction of only one reactor per country. The United States also negotiated com- 
prehensive agreements involving the exchange of classified information on power 
reactors with the United Kingdom, Canada, and Belgium. Power reactor bilateral 
agreements have recently been concluded with Australia, the Netherlands, and 
Switzerland. The French agreement is of the expanded research type making 
available to France quantities and types of fuel necessary to facilitate prosecution 
of their well-developed research reactor program. The President has announced 
the allocation of 20,000 kilograms of U-235 to fuel power reactors constructed 
abroad. j 

Training opportunities have been and are being provided to foreign nationals 
using ICA technical exchange and IES programs. These programs ure the fol- 
lowing: 

(1) A 10 months’ nuclear engineering course consisting of 17 weeks of study 
at the North Carolina State or Pennsylvania State Universities followed by 5 
months of extensive laboratory work at the Argonne National Laboratory: 

(2) Training in radioisotope techniques at the Oak Ridge Institute of Nuclear 
Studies : 

(3) Training in the use of atomic energy in biology. medicine, agriculture, and 
industry. 

(4) Training in health physics and radiation safety and 

(5) Basic training in nuclear sciences, engineering, maintenance techniques, 
ete., if required because of lack of educational opportunities within a specific 
country. 


B. Planning assistance 

Arrangements for surveys and planning assistance under the combined spon- 
sorship of the Department of State, the AEC and ICA are being established. The 
first surveys will be regional in scope. Currently a team under the direction of 
Brookhaven. National Laboratory is in the Far East. In June 1956, a ractioiso- 
topes team will have visited four South American countries. 

Technical assistance can be offered to participating countries as a part of the 
existing technical cooperation program operated by ICA missions. ‘Technical 
assistance in this field should be based on surveys and plans developed through 
visits of regional survey teams or with the aid of TA consultants. All negotia- 
tions and grant assistance directly relate1 to research reactors and to implemen- 
tation of agreements for cooperation must be conducted with AEC. Technical 
assistance using ICA funds for purchase of isotopes, laboratory equipment, re- 
search equipment in the nuclear energy field, technical experts, ete., will be han- 
dled through ICA. 

In countries where ICA is not operating actively, requests for planning assist- 
ance should be channeled through the embassy to the Division of International 
Affairs, AEC. Assistance to these countries will require payment of overseas 
transportation, and local currency costs by the country (in general arrangeménts 
similar to those established for ICA technical asssitance). 

C. Details of available training 

(1) The courses at the School of Nuclear Science and Engineering are fully 
described in CA-—3814 and subsequent instructions. 

(2) Training course in radioisotope techniques at Oak Ridge Institute of Nu- 
clear Studies. 
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(a) Radioisotope technique courses of 4 weeks’ duration each are designed for 
individuals who have the equivalent of a bachelor’s degree and adequate training 
and experience in the field in which they propose to use radioisotopes (an ad- 
vanced degree may be accepted as evidence of the necessary training and experi- 
ence). An understanding of theeEnglish language is also necessary. Training in 
physics and mathematics, although not necessary, is useful. Radioisotopes are 
useful in the fields of biology, medicine, agriculture, industry, and the physical 
sciences; largely as a research tool. 

(b). Phe radioisotope courses have been open to qualified foreign nationals for 
several years. Chiefly because of space and other limitations prior to. 1955 
only the three winter courses were open to foreign nationals and then only to the 
extent that American applicants would not be displaced. This meant that many 
foreign nationals were unable to attend ORINS courses because some were un- 
able to come to the United States during the winter months, and also because 
of the large number of applications by qualified Americans. Two special courses 
accommodating over 60 foreign nationals were given at ORINS in May and 
October 1955. Although about five foreigners have been enrolled in the regularly 
scheduled courses this year, there is a backlog of foreign applicants. Accord- 
ingly an extra course will be offered in October. This course is already over- 
subscribed. 

(3) Training in utilization of atomic energy in the field of biology, medicine, 
agriculture, and industry : 

(a) Pre-and post-doctoral training of from 1 to 2.years will be provided either 
at one of the universities associated with an AEC National Laboratory or at one 
of the many schools equipped with appropriate laboratories for the handling of 
radioactive materials. Applicants should have received training in one or more 
of the following fields: Biology, biochemistry, biophysics, the medicine sciences, 
and the agricultural sciences including veterinary medicine. Applicants should 
have a good speaking, reading, and writing knowledge of English. 

(b) As presently envisaged the program will be set up along the following 
lines: Persons accepted by the above-named institutions for pre- and post-doctoral 
training and research in the peacetime applications of atomic energy will spend 
6 to 18 months as active participants with a research group using the tools of 
atomic energy under the leadership of an outstanding scientist in the field of 
science constituting the applicant’s principal interest. It is recommended that 
those not previously familiar with radioisotope techniques plan to take the 
regular Oak Ridge Institute of Nuclear Studies radioisotope training course 
referred to above before embarking on this type of training. 

(c) Opportunities will be afforded to qualified industrialists to visit ap- 
propriate industrial installations using isotopes in research and manufacturing 
processes. 

(4) Training in health physics and radiation safety: This training is now 
available to a limited number of applicants, but each country cooperating with 
the United States under bilateral arrangements should have at least one person 
trained in this field who in turn can train other nationals as the country pro- 
gram develops. Participants should have had training in physics, biology or 
eer Oe For greater details see Joint State-ICA Message CA-7276, April 
sty Leveded. 

(5) Basie training in nuclear science: Arrangements will be made for a few 
outstanding students with proper scientific aptitudes but lacking basie technical 
training to receive 1 to 2 years of such basic training in nuclear sciences, en- 
gineering, maintenance techniques, etc., where required to permit them to qualify 
for participation in specialized atomic energy programs. Such training will be 
under the auspices of universities cooperating in the Atomic Energy Commis- 
sion’s program. Participation in this pretraining program will be ‘limited to 
underdeveloped countries which presently lack personnel with necessary basic 
training. . 

(6) Doctor’s tours: Invitations may be extended to eminent physicians and 
surgeons to come to the United States for a tour of hospitals and research 
facilities utilizing atomie energy applications as set forth in CA-3814. Two 
such tours occurred in 1955. Because of the various problems raised in trying to 
arrange for a tour of several individuals, whose schedules varied, it was decided 
that no further tours would be planned. Arrangements are made, however, for 
various individuals to tour hospitals and laboratories as individuals rather than 
in grouns. 
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D. Action requested 


Each post receiving this communication is requested at its discretion to bring 
again the substance of the foregoing programs to the attention of the appropriate 
foreign Officials. It should be emphasized that each country should be aware of 
the need of developing a technically feasible plan for training personnel and 
acquiring necessary buildings and equipment prior to planning and constructing 
a research reactor. 

FYI.—The Department of State, ABC and ICA are cooperating in the Presi- 
dent’s program for the development of peaceful uses of atomic energy. The 
precise tasks of each agency will be more fully defined soon. In the meanwhile, 
each post is requested to give special emphasis to the need for exchange of in- 
formation between field representatives at the post. Technical advisers or ex- 
perts dispatched by any of the three agencies involved will be instructed to co- 
ordinate their activities with the field representatives. 

Currently, countries in which an ICA mission is operating should formulate 
requests for assistance as projects using the blueprint procedure. Depending 
upon the nature of the request, the PPA will be processed as usual by ICA 
Washington or transferred to AEC for consideration and action. 

Countries with which we have negotiated agreements up to June 25: Argen- 
tina, Brazil, Chile, Republic of China, Colombia, Denmark, Greece, Israel, Italy, 
Republic of Korea, Japan, Lebanon, Netherlands, Pakistan, Peru, Philippines, 
Portugal, Spain, Sweden, Switzerland, Thailand, Turkey, Venezuela, Uruguay, 
Federal Republic of Germany, Ireland, Costa Rica, Austria, New Zealand, the 
Dominican Republic, Cuba. 

HOLLiIster. 

Cable room: Send to following as: ICATO Circular A-1. 
Belgrade 5 Bogota 

Bonn Caracas 
Brussels Ciudad Trujillo 
Copenhagen Georgetown 
Lisbon Guatemala 
London Habana 
Madrid Kingston 

Oslo La Paz 

Paris Mission Lima 

Paris USRO Managua 
Rome Mexico 

The Hague Montevideo 
Vienna Panama City 
Addis Ababa Paramaribo 
Amman Port au Prince 
Ankara Quito 

Asmara Rio de Janeiro 
Athens San Jose 
Baghdad San Salvador 
Beirut Santiago 

Cairo Tegucigalpa 
Colombo Bangkok 
Kabul Djakarta 
Karachi Manila 


5 

8 

8 Katmandu Phnom Penh 
8 Monrovia Saigon 
8 

0 

8 


5 
8 
3 
4 
3 
9 
7 
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New Delhi Taipei 


Teheran Tokyo Mission 
Tel Aviv Vientiane 


5 Tripoli CINCREP Seoul ICATO 

10 Ascuncion CINCUNC Tokyo ICATO 
(Thereupon, at 12 noon, Wednesday, July 31, 1957, the committee 

was recessed, to reconvene subject to call of the Chair.) 


a 


— 
SAWARAARPOAMAIRS 





MUTUAL SECURITY APPROPRIATIONS, 1958 


MONDAY, AUGUST 19, 1957 


Untrep States SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The committee met, pursuant to call, at 10 a. m., in room F-37, 
the Capitol, Hon. Carl Hayden (chairman), presiding. 

Present: Chairman Hayden, Senators Chavez, Ellender, Holland, 
Stennis, Pastore, Saltonstall, Young, Knowland, Thye, Smith, 
Dworshak, Dirksen, and Potter. 


MUTUAL SECURITY PROGRAM 
APPEAL FROM HOUSE ACTION 


Chairman Haypsen. The committee will be in order, please. 

There is a formal appeal from the action taken by the House which 
I think should go in the record first. It shows just what is requested 
in the various items of appropriations in the bill. 

(The information referred to follows:) 


INTERNATIONAL COOPERATION ADMINISTRATION, 
OrricE OF THE DIRECTOR, 
Washington, D. C., August 19, 1957. 
Hon. Cart HAYDEN, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 


Dear Mr. CuarRMAN: As the Senate Committee on Appropriations prepares 
to take final action on the mutual security appropriations for fiscal year 1958, I 
would like to submit for consideration by you and the members of the committee 
the views of the executive branch with respect to the House version of the appro- 
priation bill (H. R. 9302). For this purpose I am attaching a set of papers which 
present our views with regard to the differences between the House bill and the 
language and amount requested by the President in his letter of August 14 to the 
Speaker of the House. 

There is little I can add to what the President has already said about the im- 
portance of having appropriated the amounts which have been authorized for 
mutual security during fiscal year 1958, and the grave consequences which can 
result for our vital national security interests if any major cuts are made in the 
already seriously reduced amounts which have been authorized. 

The character and magnitude of the reductions which would be effected in the 
President’s original request by the adoption of the House version of the appro- 
priation bill are shown graphically in the following table (figures, except in the 
last column, are in billions of dollars): 
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| Originally | Approxi- 
| requested | | House ap- | Amount of| mate per- 
by the |Authorized!! propristion | cut from centage 
President bill | request cut from 
request 


Military assistance: 
New appropriations 
Reappropriations__ 


NB nsnin<e 





Defense support: 
New appropriations - 
Reappropriations _- 


Total_. 
Special assistance _. 








Technical cooperation: 
New appropriations 
Reappropriations_ 


Total____-- ; 
Development loan fund 





Atoms for peace: 
New appropriations. -_- | | a : 
Reappropriations..-.......-..........-]-- a curee | . 00445 | +. 00445 


—. 00255 | 


Total_- : Se tecdenl d . 007 . 00445 | 
NATO Civilian Headquarters 2__._....._-} . 0027 | . 0027 0015 —.0012 


j 
' 





1 The amount shown as authorized for reappropriation is, in each instance, the amount which the exec- 
utive branch stated it would request, and did subsequently request, for reappropriation under the author- 
ization. However, under the exact language of the authorizing legislation, legal authority is provided to 
rewppropriate all unobligated balances. 

2 Executive request for NATO Civilian Headquarters has since been reduced to $2,000,000, thus reducing 
the amount of the cut to $500,000 and the percentage of the cut to 25 percent. 


However, the amount and percentage of the reductions shown by the foregoing 
figures do not begin to portray the nature and extent of the actual impact which 
these reductions would have on the security and welfare of the United States. 
They would, in fact, in their cumulative impact, be likely: 

(1) To force a reexamination of some of the fundamental assumptions of 
our foreign policy and to cause a major readjustment in certain of the 
practical objectives of that policy; 

(2) To weaken seriously several important pillars of our total national 
security program; and 

(3) To create the impression overseas that the United States had made a 
new, more optimistic appraisal of the nature, size, and immediacy of the 
threat of Communist imperialism and, in the light thereof, was effecting a 
radical shift in the whole present course of its actions abroad. 

The attached set of papers describes, as best one can in an unclassified docu- 
ment, the separate, specific consequences of each individual cut and suggests the 
reasons why these cuts, when taken in the aggregate, would be likely to have the 
more general effects listed above. Perhaps, however, the following capsule 
summary of some of these specific consequences may also be useful to your 
committee: 

1. The cut of $650 million in military assistance would largely eliminate the 
possibility of further significant modernization of the forces of our principai allies, 
thereby making inevitable a reduction in the relative capabilities of these forces 
vis-a-vis the rapidiv and continuously increasing capabilities of the Communist 
forces which these forces are intended to deter and which themselves are now 
undergoing a radical modernization—in the Soviet Union itself, in Communist 
China, in the European satellites, in North Korea, and in North Vietnam. Such 
a step would, in turn—not only because of the physical nonavailability to other 
forces of the weapons themselves, but also because of the political and psycho- 
logical repercussions of drastically reducing, and eliminating modern weapons 
from, the United States mutual security program—weaken the major alliances on 
which our national-defense position is so dependent—NATO, SEATO, ete.— 
and decrease free world defensive military capabilities at many of the critical 
points around the perimeter of the Soviet bloc. The consequent deterioration in 
our security position could not be fully compensated by any alternative steps. 
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Moreover, partially compensating measures would involve a cost many times in 
excess of the saving effected in military assistance funds. 

2. The cut of $279 million in defense support would have one or more, and 
possibby all, of the following effects: 

(a) Reduce the utility an effectiveness of, and possibly make nonavailable, 
some of the most important United States overseas bases and other facilities, 
thereby weakening a key element in our military defense structure. 

(b) Set in motion forces which would cause, within the next several years, a 
major reduction in the size or the effectiveness, or both, of the forces of a number 
of our most important allies—among them, probably, Korea, Vietnam, Taiwan, 
Turkey, and Pakistan, for which some 75 percent of the total defense support 
request of $900 million was planned—and thereby weaken free world military 
strength at points which are presently of great strategic significance to the defense 
of the United States. 

(c) Set in motion economic forces which would almost inevitably bring about, 
within the next several years, a progressive and probably sharp deterioration in 
the economic situation of a number of our most important military allies, and 
thereby, tend to undermine political stability, increase the potential effectiveness 
of Communist subversion, enhance the possible success of indirect aggression, 
and, in addition, reduce the capabilities, and possibly affect the loyalties, of the 
military forees of the countries in question. 

No alternative steps which the United States could take would more than 
partially compensate for the decrease in its national security which the foregoing 
developments would bring about; and partially compensating measures that 
might be initiated would cost many times more than any savings in defense 
support that would be realized. 

3. The cut of $125 million in special assistance would probably have one or 
more, or possibly all, of the following effects: 

(a) Substantially reduce, and in 1 or 2 cases probably wholly eliminate, any of 
the economic aid which is required (apart from, or in addition to, loans for which 
they might qualify under the President’s Asian fund or the development loan 
funds) for some of the following countries: The critical border countries of 
Afghanistan and Nepal; the three countries in Latin America in which special 
help is most urgently needed: Bolivia, Haiti and Guatemala; Yugoslavia; Tunisia; 
those dependent territories in Africa which are fast approaching independence; 
and Israel. 

(b) Require an abandonment or postponement of the malaria eradication 
orogram’;; almost halve the funds considered necessary to complete the program 
fod Hungarian refugees; and make it more difficult to finance programs to 
strengthen civil police forces in countries where the capacity to maintain internal 
security is directly dependent on the rapid development of better equipped and 
better trained internal security forces. 

(c) Reduce to a point far below the margin of safety—to a level which experience 
in each of the past 4 vears has demonstrated to be inadequate—the unprogramed 
emergency reserve which would be available to the President to meet contingencies, 
thereby (i) decreasing the capacity of the United States rapidly and flexibly to 
adapt its programs to respond to the swiftly changing world situation, and (ii) 
limiting the tools with which it can react to, and deal with, growing Communist 
efforts at political, economic, and cultural penetration of critical free-world 
countries. 

4. The cut of $26.9 million in technical cooperation would have either or both 
of the following effects: 

(a) Cause a significant reduction in the present level of activity in countries 
where technical cooperation was in full operation last year. 

(b) Prevent, or greatly restrict, the initiation, or the conduct at presently 
planned modest annual levels, of technical cooperation programs in several new 
countries and in several countries where programs were only just commenced 
late in fiscal year 1957: Ghana, the Argentine, Tunisia, Morocco, etc. 

These results would follow even though all studies have recommended. the 
modest gradual increase of this program and even though this program, dollar for 
dollar, probably has a greater impact, and can do more to break the most serious 
bottlenecks to economic development in less-developed countries, than any other 
program or activity that can be undertaken. 

5. The cut of $200 million in the first year funds for the development loan fund 
would make it impossible to implement the forward-looking policy adopted by the 
Congress in establishing the fund and, in fact, tend to repudiate the very concept 
on which the fund was based—the essentiality, from the standpoint of United 
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States security, of providing the tools which are necessary to spark and support a 
substantial acceleration of economic development in the less-developed countries. 
The cut would have these adverse effects because, among other things, the $300 
million made available would be less by nearly $100 million than the amount re- 
quired merely to sustain the level of development aid which was provided by the 
United States in fiseal year 1957—would probably be less, in fact, than the amount 
needed to cover necessary United States financing for the continuation in fiscal 
year 1958 of going development projects previously supported by United States 
aid. We would be going backward, not forward—curtailing, rather than signifi- 
cantly increasing, our support for the accelerated and expanded economic develop- 
ment which every major study of foreign aid has concluded must be a central 
objective of United States foreign policy. 

‘he impact of other specific cuts—those in the Atoms-for-Peace program and 
in funds for the United States contribution to the NATO civilian headquarters— 
are briefly but adequately covered in annexes 9 to 10 hereto, and a further sum- 
mary thereof at this point would serve no useful purpose. However, mention 
should be made of one other provision in the House version of the appropriation 
bill which, by drastically limiting the use of funds to be appropriated, would have 
precisely the same effect as an outright cut in the appropriation requested. I 
refer to the proviso which would limit the United States contribution to the calen- 
dar year 1958 United Nations technical assistance program (UNTA) to not more 
than 33.33 percent of the total UNTA program for that year, in spite of the fact 
that the recently enacted authorization act expressly provides, as proposed by the 
President, that the United States contribution for that period may constitute as 
much as, but may not exceed, 45 percent of the total contributions for that period. 
As explained in annex No. 5 hereto, enactment of this proviso would unquestion- 
ably have the practical effect of reducing the United States contribution from the 
$15.5 million ostensibly allowed in the House hill for this purpose to between 
$10 million and $11 million. As also briefly developed in this annex, the resultant 
curtailment in the UNTA program would be relatively large. The executive 
branch considers the removal of this proviso to be a matter of very great import- 
ance, and believes that the provisions of the present authorizing legislation will 
adequately assure the gradual downward adjustment of the proportionate United 
States contribution to this program in the only way which is also consistent with 
the United States objective to maintain and strengthen this significant United 
Nations activity. 

There is one additional matter which I would like to discuss here. ‘Chat is the 
matter of the period of time which we are given to complete our arrangements, 
with foreign countries and with private organizations, for the obligation of the 
funds appropriated to us. This concerns (1) the period for which appropriations 
are made available, and (2) the 20-percent restriction on obligations during the 
last 2 months of the fiscal year. 

With regard to the period of availability, the authorizing legislation now pro- 
vides that the appropriations for military assistance, defense support, develop- 
ment loan fund, technical cooperation and special assistance in Latin America 
are to be available until expended, and that 25 percent of the appropriation for 
special assistance in joint-control areas may be made available for 15 months 
rather than 12 months. The President has requested that all of these appropria- 
tions be made available for the period provided or authorized in the authorizing 
legislation. However, the House appropriation bill—except in the case of the 
development loan fund, where the appropriation is made available on a no-year 
basis, and special assistance in Latin America, where no appropriation is made at 
all—has made all of these appropriations available for only 1 fiscal year, of which 
almost 2 months have already elapsed. 

With regard to the 20-percent limitation on obligations in the last 2 months 
of the fiseal year, I have consistently emphasized to the committees before which 
I have appeared that in my judgment there is no provision in our legislation 
which causes more serious interference with the orderly administration of this 
program and the effective and efficient use of appropriations. The House ap- 
propriation bill, however, retains this restriction, exempting only the no-year 
appropriation for the development loan fund and the general appropriation for 
special assistance. 

I want to urge that the Senate committee make the appropriations available 
for the respective periods provided or authorized in the authorizing legislation, 
and in particular that the 20 percent obligation restriction be deleted. 

The basic reason for these proposals is simply this: Setting tight deadlines on 
the{time forJobligating funds, as has been done in the past, inevitably leads to 
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some extent to hasty and ill-considered obligations, and thus to less efficient use 
of our appropriations. Giving us more time to work out the often highly com- 
plex obligational arrangements for our foreign aid projects and transactions will 
permit us to do a more orderly job of managing the funds entrusted to us and will, 
I am convinced, lead to greater efficiency and effectiveness in the use of our 
appropriations. 

f you will bear with me a little longer, I would like to explain this in somewhat 
more detail. 

1. Under the system which has been followed up to now, we actually have only 
the last 7 months or so of each fiscal year in which the bulk of our funds are 
actually available to be obligated. The 20-percent restriction serves to shrink 
this period to about 5 months in the case of 80 percent of our funds. This limited 
time availability arises because (a) mutual security appropriations are normally 
not enacted until close to 2 months or even more of the fiscal year have elapsed, 
and (6) after the appropriations are enacted additional time must necessarily be 
taken, before funds are allocated for obligation, to reprogram in light of new 
world developments as well as to adjust the program to fund reductions made by 
the Congress. This reprogramming takes time because it involves coordination 
with foreign countries, with our field missions and with other agencies, and be- 
cause it entails difficult decisions as between competing priority claims on the re- 
duced funds we have available. While it might be possible to alleviate this time 
shortage to some extent by trying to get our appropriations earlier and by trying 
to speed up the reprograming process still further, I am satisfied this would never 
provide a completely satisfactory solution to the problem. 

2. We engage in thousands of projects and transactions in some 60 countries 
each year. Among these there are Many cases where, because of the complexity 
of the project or because of the need for extended negotiations in order to obtain 
arrangements which will assure the most effective use of funds and the fullest 
contribution from the recipient country, it is impractical if not physically im- 
possible to telescope into a period of 5 to 7 months all of the steps necessary to 
complete the obligation of funds. These arrangements normally involve not only 
commitments of the United States but, of course, commitments by the other coun- 
try which they have to plan and budget for in accordance with their own pro- 
cedures. This may add to the time needed for negotiation. Many of these 
governments are inexperienced in handling complex projects, which further com- 
plicates the process of negotiation. And obviously negotiations on every project 
in a particular country cannot start and proceed simultaneously from the first 
day funds are made available. 

3. The net effect of the limited time given us to obligate funds is often, there- 
fore, to confront us with the difficult choice of (a) obligating funds more hastily 
than we would desire, which leads to less effective and less efficient use of our 
appropriated funds, or (b) running into a deadline which will take away our un- 
obligated funds and force us to suspend or cancel negotiations, however far 
advanced they may be, and to defer or abandon the United States objectives 
being sought, however important they may be. Indeed, under the annual cycle 
involved in the present system, there is, after the June 30th deadline each year, 
a period of perhaps 2 months or more in which the program is in effect completely 
frozen. Yet there is obviously no assurance that the pace of world events will 
fit into this fiscal timetable. 

4. I think it is plain that this time problem cannot be overcome by beginning 
firm negotiations with recipient countries on specific projects or transactions 
before appropriations are actually available. To start negotiations before 
appropriations are available would create firm expectation as to amounts or 
types of aid which would rseult in serious difficulties in relations with other 
countries if, when funds become available, these expectations were not met 
because insufficient funds were appropriated, or because higher priority require- 
ments later arose which consumed the available financing. 

I hope this discussion will serve to bring out clearly the problem which arises 
under the present legislation on period of availability for obligation, and to 
indicate the reasons why I so strongly support the proposal I have advanced 
above. 

I appreciate this opportunity to present these views to you and the members 
of the committee. 

Yours very sincerely, 
Joun B. Houuister. 
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LIST OF EXECUTIVE BRANCH POSITION PAPERS 


Avaust 16, 1957. 
Annex No. 
Military assistance. 
Defense support. 
Development loan fund. 
Technical cooperation, 
United Nations technical assistance program. 
Special assistance, general authorization. 
Special assistance, Latin America. 
Period of availability of funds for special assistance in joint control areas. 
NATO civilian headquarters. 
Atoms-for-peace program. 
Consolidation of appropriation for Department of State administrative 
expenses. 
Prohibition against use of funds for publicity and propaganda. 
20-percent limitation on obligations in the last 2 months of fiscal year 1958. 
Aid to American schools abroad. 
Statement of Congress on seating Communist China in the United Nations. 
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ANNEX No. 1 
Miuitary ASSISTANCE 
THE HOUSE BILL 


I. Provides a new appropriation of $1.25 billion which is (a) $350 million less 
than the $1,600 million authorized (a reduction of 22 percent) and (6) $650 million 
less than the $1,900 million which the President originally proposed (a reduction 
of 34 percent). In addition, it reappropriates, as requested by the President, 
$538.8 million of unobligated and unreserved balances. 

II. Omits the requested authority to use military assistance funds to purchase 
passenger motor vehicles for replacement only. 


EXECUTIVE BRANCH POSITION 


I. Amount of appropriation 


The executive branch urges that the full amount authorized for military 
assistance—$1.6 billion—be appropriated. 

In order to carry out a fiscal year 1958 military assistance program of $2.4 
billion, the President originally requested: 

(1) A new appropriation of $1.9 billion; plus 
(2) the reappropriation of $500 million of funds from past appropriations 
which both (a) had not been obligated (or reserved) and (b) are not needed 
to finance any requirements contained in prior year programs. 
In addition, he requested the reappropriation of $38.8 million of prior year funds 
which, although not obligated (or reserved), are in fact needed to finance require- 
ments in the fiscal year 1957 program for which contracts could not be placed 
before June 30, 1957. 

The authorization act authorized, and the President then requested: (1) a new 
appropriation of $1.6 billion for new funds, and (2) the reappropriation of the $500 
million and the $38.8 million of unobligated prior year funds. 

The House bill: (1) appropriates $1.250 billion of new funds; and (2) reappro- 
priates the $500 million of prior year unobligated balances which were not needed 
to finance requirements in prior year programs—a total of $1.750 billion as com- 
pared to the $2.4 billion requested. In addition, it reappropriates the $38.8 
million in unobligated balances needed to complete last year’s (1957) program. 

A. The effect of the reduction —The impact of any reduction in the $2.4 billion 
requested becomes readilv apparent from an examination of the principal elements 
of the fiscal year 1958 military assistance program which make up this $2.4 billion. 
They are: 

(1) $345 million to meet fixed charges and certain outstanding commitments. 
This amount covers: (a) Costs of shipping the materiel and equipment which was 
ordered in previous years and which will be ready for delivery during this year; 
(b) our part of the costs involved in the operations of the international military 
organizations in which we are members; (c) our share of the costs of NATO infra- 
structure; and (d) administrative and other routine costs of operating the program. 
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* (2) $980 million for the costs of maintaining the forces which have already 
been created. This is nothing more than the training ammunition, the spare 
parts, the training, the repairs and the replacement items necessary to help 
these “in being’ forces maintain their present state of effectiveness. In the 
case of some of the less developed countries, like Korea, Vietnam, and Taiwan, 
it includes food, fuel, clothing and other soft goods which are consumed by, and 
which are necessary to support and keep operative, these ‘‘in being’’ forces. 

(3) $175 million to establish a revolving fund to finance credit sales. These 
expenditures will be repaid to the United States. Many of our allies have the 
ability to finance their own defense neecs. However, some are not in a position 
to meet all these foreign exchange transactions on a cash basis within a single 
year. The funds would be used to finance these sales and thus permit the coun- 
tries to repay us over a period of about 3 years. 

(4) $900 million for that new and more modern equipment which is essential 
to help our allies keep pace with the rapid modernization of Communist forces 
through the introduction of technologically advanced weapons. Examples of 
the..weapons included are over 400. aircraft, such as the F-100 aircraft and 
P2V7 and S2F antisubmarine aircraft; 17 destroyers and minesweepers with the 
latest electronics and weapons; over 350 tanks; and equipment for 16 battalions 
of guided missiles and rockets. 

The $650 million reduction in military assistance cannot be spread out over 
all the four parts of the program which are outlined above. First, we must 
continue to operate the program. Since most of the equipment that will be 
delivered during the year will result from appropriations of prior years, the fixed 
costs of operations will not materially change. Second, the $980 million required 
for the maintenance of “in being’’ forces must remain intact—it would indeed be 
false economy to jeopardize the readiness of forces which have already been 
created. Thirdly, we have been pressing our allies to share more of the burden 
of defense costs. Many of these indicated a willingness to help, but they do not 
have.the dollars to pay cash. To reduce the amount earmarked for financing 
military sales would mean that the allies would not get the needed weapons or 
that we would have to provide them on a grant basis. 

Any reduction, therefore, must come from the $900 million intended for ad- 
vanced or modern weapons for our allies. The $650 million cut provided in the 
House bill would reduce the amount available for this purpose by two-thirds. 
This means that our allies, to a large extent, must get along with what they have. 
And facing these same allies are the Communists who are continuously moderniz- 
ing and improving their forces. To be more specific, it means, among other 
things: 

(a) That the deterrent power of NATO will be seriously weakened. To a 
considerable extent, the European forces are equipped with World War II equip- 
ment. Although the economy of Europe has made a rapid recovery, these 
countries have not been able to keep up with the United States in the technological 
advances being made in modern weapons. They must look to us for assistance in 
obtaining such weapons. With only $250 million remaining for modernization 
and other force improvement on a worldwide basis, it will be necessary drastically 
to reduce the aircraft, guided missiles and other weapons in the program for 
NATO countries. 

(b) That the forces of South Korea, South Vietnam, and Taiwan must face the 

{ussian-equipped Chinese, North Vietnamese, and North Korean forces with 
obsolescent and increasingly inferior weapons. 

The modernization program should follow an evolutionary process similar to 
that of our own United States forces. This reduction in military assistance funds 
precludes the orderly implementation of such a process. 

Moreover, beyond the deterioration in force effectiveness which will specifically 
result from a failure to provide new weapons, the reduction in the program is 
likely adversely to affect the whole collective security structure which we have so 
‘arefully built and upon which our national security is dependent. Many of the 
allies who have joined with us in these agreements are under direct threat of 
Communist aggression. Their determination to resist this threat in the face of 
the grave risks involved would be of little avail unless supported by our contribu- 
tion to the joint defense effort. Substantial military forces have thus been 
created through this joint effort. In Korea, 21 divisions face a well-trained and 
well-equipped Communist force across a narrow demarcation line. In Taiwan, 
Nationalist Chinese forces created with our aid are protecting that important 
outpost of our own defense. The strength created with our military aid in NATO 
is an important deterrent force. 
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The Russians are continuing to modernize and improve their forces. There 
is not evidence that they have slackened their efforts in this regard. For the 
United States now to announce to our allies that we will no longer help them to 
modernize their forces, that we will not be able to provide the modern jet aireraft, 
missiles, and modern electronics necessary to keep them technologically abreast 
of the Comminist forces they face will be a disheartening shock. Without 
assurance that they can meet the threat on relatively equal terms they will no 
doubt have to reconsider their position. Those who argue for neutralism, or 
even for joining the Communist orbit, will be strengthened. The certain result 
would be a lessening in the capability and the will of these allies to resist: Any 
relaxation of this effort on the part of the United States would set for them the 
example of the most powerful nation in the free world cutting down on security 
with no regard for the realities of the threat we face. Inevitably they. would 
follow suit with disastrous consequences. 

B. Rationale advanced for the House reduction——Based on the arguments 
contained in the report of the House Appropriations Committee and advanced in 
the course of the debate in the House, the reduction recommended by the House 
committee, and approved by the House, appears to have been based on the 
rationale set forth below. For the reasons hereinafter given, it is believed that 
this rationale is based on a series of erroneous assumptions. 

1. Reduced funds based on fiscal year 1957 obligations: The apparent principal 
basis of the reduction was an intention that the program for fiscal year 1958 should 
not exceed the program for fiseal year 1957—and the assumption that the fiscal 
year 1957 program was the amount obligated or reserved in fiscal year 1957, 
which was approximately $1.7 billion. 

This assumption is erroneous. It is true that the obligations in fiscal year 1957 
were approximately $1.7 billion. But this $1.7 billion in obligations does not, 
for the reasons given below, reflect the level of actual performance—the program 
actually carried out—in fiscal year 1957. The fiscal year 1957 program in fact 
totaled over $2.2 billion, and this $2.2 billion program was actually put into 
effect. It was put into effect by a combination of two measures: First, the obliga- 
tion of the slightly over $1.7 billion in new funds referred to above, and, second 
the use to meet fiscal year 1957 program requirements of some $500 million worth 
of equipment that was financed under prior year appropriations and that was no 
longer required to carry out the programs for which such equipment was originally 
intended. This $500 million of equipment—consisting primarily of spare parts, 
ammunition and other maintenance items—was available for redistribution to 
new recipients under the fiscal year 1957 program because certain countries for 
which these materiels had originally been earmarked had not used equipment re- 
ceived in prior years at the rates which had been anticipated. A careful screening 
of the earlier programs had revealed this fact and indicated that the pipeline 
for these countries could be reduced, with the resulting savings applied to fiscal 
year 1957 requirements. It was the use of this previously programed materiel 
to meet requirements in the fiscal year 1957 program which released $500 million 
in fiscal year 1957 funds intended to finance these requirements and thus created 
the saving which was reported to the Congress as unobligated. If the fiscal year 
1957 program is to be used as a measure for the size of the program to be allowed 
in fiscal year 1958, then the full $1.6 billion of new obligational authority plus 
the full carryover of $538.8 million should be appropriated in its entirety—and 
the fiscal year 1958 program will still fall short of the fiscal year 1957 program 
by $100 million. 

2. Pipeline: The argument was made that the pipeline of material can absorb 
the reduction. 

This is not the case. The fiscal year 1958 program was prepared under the 
assumption that the pipeline of materiel and equipment wouid be delivered. 
In addition, our allies have been informed that this materiel and equipment has 
been planned for their use, and the military forces of these allies are being main- 
tained in anticipation of its being delivered. Any changes or reductions would 
necessarily affect plans and programs of the military forces of the countries 
concerned. 

3. $500 million savings reported in fiscal year 1957: It is argued that the large 
savings made in fiscal year 1957 indicate that additional savings should arise in 
fiscal year 1958. 

All agencies of the executive branch have been directed to exercise all economies 
that are possible without jeopardizing the programs which they are implementing 
and such instructions will apply in fiseal year 1958 just as they did in fiscal year 
1957. The $500 million savings reported to the Congress last year resulted from 
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a thoroughgoing survey of the military assistance program initiated by the 
Department of Defense almost 2 years ago. However, the final results were 
not available until after the fiscal year 1958 budget request had been prepared. 
All aspects of the survey which resulted in the savings were employed in the 
development of the fiscal year 1958 program which is before the Congress at this 
time. It is our judgment that the fiscal year 1958 program is sound and amounts 
requested are necessary for the successful implementation of the program during 
this year. 


II. Purchase of replacement passenger vehicles 

The executive branch requests that authority be provided, as originally re- 
quested, to use military assistance funds for the purchase of passenger motor 
vehicles for replacement only. 

Our military assistance advisory groups (MAAG’s) overseas obviously need to 
use passenger vehicles in the performance of their work. Heretofore MAAG’s 
have had the use of vehicles on loan from the military services and in some cases 
from other agencies and from foreign governments on a temporary and informa] 
basis. Among these are passenger vehicles left in foreign countries at the end of 
World War II. The owning agencies are unwilling or unable to continue this 
arrangement indefinitely where it would require them to replace wornout vehicles 
with new or serviceable vehicles for use by our MAAG’s. It is therefore necessary 
for the military assistance program to be authorized to purchase for MAAG 
administrative use overseas vehicles to replace those which have worn out or 
become unserviceable. The requirement during fiscal year 1958 for replacement 
is estimated at $405,150. 

ANNEX No. 2 


DEFENSE Support 
THE HOUSE BILL 


I. Makes available $621 million for defense support (consisting of $585 million 
in new funds and $36 million of unobligated balances of prior-year appropria- 
tions) which represents a reduction of 17 percent ($129 million) in the amount 
authorized and 31 percent ($279 million) in the amount originally requested by 
the President. 

I]. Specifies that $40 million of the amount appropriated shall be available 
for assistance to Spain, whereas the executive branch indicated opposition to 
such earmarking of amounts for specific countries. 

Ill. Provides that the defense support appropriation shall be available only 
during fiscal year 1958, whereas the authorization act expressly provides that, as 
requested by the President, this appropriation ‘“‘shall remain available until 
expended.” 

EXECUTIVE BRANCH POSITION 


IL. Amount of appropriation 

The executive branch urgently requests that the full amount authorized for 
defense support, $750 million, be made available, either by (1) appropriating 
$750 million of new funds with no provision for carryover of unobligated balances, 
or (2) appropriating $714 million of new funds and reappropriating $36 million 
of unobligated balances of prior-year funds. The $750 million authorized already 
represents a reduction of over 16 percent ($150 million) in the President’s original 
request for this program. 

The request of the Executive contemplated defense support aid to 15 countries. 
From a military standpoint 5 of the 15 countries are especially important be- 
cause they provide military bases and other facilities of critical importance to 
United States forces. At least 3 of the remaining 10 countries are not only the 
sites of other United States military facilities of great value, but also maintain 
military forces of considerable size that perform missions of great importance to 
the security of the United States. 

Failure to provide adequate defense support to any of these base-supporting 
countries runs the serious risk that either (a) it will become impossible for the 
country concerned to continue to make these valuable facilities available to the 
United States, or (b) such facilities will be available for United States use only 
under surrounding circumstances, or upon conditions, which will materially re- 
duce their utility and effectiveness. The consequences of any such development 
on the overseas deployment of United States forces, and particularly of the 
strategic Air Force, would be incalculable; and the possible resultant damage to 
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United States defenses could not, at least over the next half-dozen years, and no 
matter how much was spent, be fully compensated for by any alternative measure 
that could be taken. 

Becanse of the far-reaching effect on United States operational capabilities 
which defense support cuts could have in the five primarily base-sunporting 
countries, it would be necessary to keep the cuts in such countries to a minimum. 
Nonetheless, it seems almost certain that cuts of even this amount for this group 
of countries would cause extremely difficult problems for the United States, 
and these problems would be aggravated because it now appears, as a res lt of 
recent developments in at least 2 of these countries, that the amounts of defense 
support actually required in them will be much more, perhaps 2 times more, 
than the amount ass'imed when the congressional request was sibmitted 

The military forces of the 15 countries receiving defense support exceeds 3 
million men, and their other internal-security forces total over a quarter million 
more, The effectiveness of many of these forces, and in some cases their existence 
at all, directly depend on massive United States defense support. A few salient 
statistics will make the potential effects of the House reduction on these forces 
plain. 

Of the $900 million proposed by the Executive, $700 million, or over 75 percent, 
is illustratively programed for 5 countries—Vietnam, Korea, Turkey, Taiwan, 
and Pakistan, which, together, maintain more than 2,100,000 men under arms. 
A cut to $621 million would materially reduce the funds for these countries even 
if the other 10 countries, including the primarily base-supporting countries 
previously mentioned, are to be entirely excluded from aid. 

Since the $700 million originally requested for these 5 countries was considered 
to be necessary to maintain those forces in these countries which the Joint Chiefs 
of Staff deem important from the standpoint of United States security, cuts 
of the magnitude contained in the House bill can have only 1 of 2 eventual con- 
sequences: (1) Serious economic deterioration, or (2) a large reduction in the size 
or effectiveness of the forces which these countries maintain. Either consequence 
would represent a threat to the security of the United States; and it would 
represent such a threat whether the reduction in defense support (and military 
assistance) is considered as a temporary measure for fiscal year 1958, to be made up 
in future years, or as a long-term decision that we should reduce substantially 
the support we give our allies and other friendly nations. If such a cut is conceived 
of as only temporary, we are running a substantial risk of losing ground in the 
battle against communism, and without gaining anything now or ultimately 
by way of saving money. If, on the other hand, the cut is intended as an indication 
of a basic change in policy, Congress should fully realize the consequences of 
such action. 

The greatest impact of the cut in defense support would be in Korea and 
Vietnam. They, of course, are 2 countries where the free world has fought 2 costly 
wars in the last. decade and where the prevention of further Communist aggression 
depends largely on the maintenance of substantial military forces 

The forces maintained through defense support, and particularly the specific 
2,100,000 men referred to above, are situated at critical points about the globe, 
mostly on the immediate border of the Communist world, and they guard areas 
that are of great importance to the security of the United States. If these forces 
were not in being and could not carry out the missions for which they were in- 
tended, the loss in military security to the United States could not be fully com- 
pensated for by any measures that the United States could take. The cost of 
undertaking even those partially compensating measures that would be practi- 
cable would be many times greater than the amount of any ostensible savings 
from the cuts included in the House bill. 

The more specific effects of the House cut are shown in a classified chart which 
is being separately submitted. This chart compares the amounts illustratively 
programed for individual countries under the President’s original request and the 
amounts that could probably be made available under the bill as voted by the 
House. 


II. Earmarking for Spain 

The executive branch opposes the earmarking of a specific amount for Spain in 
the legislation, and requests that this proviso be deleted. 

The executive branch has consistently opposed this type of earmarking of 
specific amounts for individual countries. Such earmarkings create difficulties 
with other countries and raise questions why other countries should not also be 
singled out for this preferential treatment And they impair our ability to use 
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available funds with the maximum effectiveness in the United States interest in 
dealing with changing worldwide requirements. 

The effect of this earmarking for Spain will be particularly serious. The 20 
percent reduction already made in defense support funds by the authorizing act 
leaves us, as has been emphasized above, with a most serious problem—a problem 
which will be further compounded by any additional cuts—of determining which 
of the important requirements covered by our original defense support program 
must now go unmet and which of our United States objectives must now be post- 
poned or abandoned. Decisions of this nature obviously involve considerations 
of the most basic and vital importance to United States foreign and defense policy 
and require the most careful study. Under these circumstances we believe it is 
especially important that the President be given full discretion to determine the 
priority of needs to be met from the greatly reduced defense support funds. 

Moreover, it is patently inconsistent, as is the case here, to reduce the total 
available for defense support for all countries and simultaneously to propose that 
the amount for one of these countries should be raised above the level previously 
planned. 


III. No-year availability of funds 


For reasons which are set forth in detail in the covering letter to Senator Hayden, 
the executive branch requests that the defense support appropriation be made 
available on a no-year basis. Such availability, which has been requested by the 
President, would be in accord with the specific provision of the authorization act 
that the defense support appropriation ‘‘shall be available until expended,” 


ANNEX No. 3 
DEVELOPMENT LOAN FuND 
THE HOUSE BILL 


Appropriates $300 million without fiscal year limitation for the development 
loan. fund, a reduction of 40 percent ($200 million) in the amount requested by 
the President. 

EXECUTIVE BRANCH POSITION 


The executive branch urgently requests that the full amount authorized to be 
appropriated for the fund—$500 million—be appropriated. 

The appropriation requested by the President for the initial capitalization of 
the fund, beginning in fiseal year 1958, was $500 million to be available until 
expended. This was approved by both Houses and the Conference in the au- 
thorizing act, which affirmed the concept of a fund that could be effectively man- 
aged on a comparatively long-term basis. 

The House bill appropriates $300 million.! This figure is inadequate to carry 
out the purposes of the fund. It would make it impossible to carry out the for- 

yard looking policy adopted by the Congress in establishing the fund. 

These important facts should be emphasized in evaluating the action of the 
House: 

1. In fiscal year 1957, approximately $400 million was used in grants and loans 
for development activities comparable to those contemplated under the fund, 
In addition there were numerous requests for help in financing sound development 
assistance in fiscal year 1957 which could not be met because of lack of funds and, 
equally important, lack of authority to retain funds without a time limit so they 
could be set aside to encourage the development of such worthwhile projects. 
The House action would reduce going rate of economic development aid by nearly 
25 percent. 

2. Executive branch studies show that we can expect to receive worthwhile 
applications for development assistance in fiscal year 1958 which would, if found 
eligible and approved, call for the obligation or the setting aside of approximately 
$1 billion in that year. This estimate is based on development plans already 
underway, proposed projects that have already received considerable study, and 
other requirements for outside assistance. These are in fields of basic trans- 
portation, power facilities, agriculture, industry, and education, health, and 
sanitation. 

3. There are many sound development projects which existing public lending 
agencies have not been able to finance alone and which would be appropriate 

1 An additional $52 million was recommended to be continued from fiscal year 1957 to carry out specifie 
programs planned for that fiscal year. This sum does not add to the development loan fund. 
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subjects for financing from the fund—especially in conjunction with help from 
such agencies. 

4. One of the major purposes of the development loan fund is to stimulate 
private investment with all the benefits that it can bring to the less developed 
countries. Considerable amounts of private capital might be brought to bear on 
the development of the underdeveloped nations of the free world if the fund could— 
as intended—make direct loans to private entities or finance private, public or 
quasi-public development banks in underdeveloped countries. However: this 
cannot be undertaken unless there is available some amount additional to that 
required to finance basic government facilities that are necessary if private 
investment is to be encouraged. The cut to $300 makes this impossible and in 
fact makes illusory any hope of doing more than the barest minimum for a limited 
number of countries on a piecemeal basis. 

5. Every recent serious study of the subject which has been made by the 
Congress, the executive branch and public groups has concluded that the present 
rate of assistance to the development of the less developed nations is inadequate 
for this purpose. For example, the studies made for the Senate Special Committee 
To Study the Foreign Aid Program, the report of the International Development 
Advisory Board, the report of the Committee for Economic Development, and 
the study by the National Planning Association all emphasize this conclusion, and 
recommended substantial increases in development financing. Several recom- 
mended an increase of at least $1 billion per year over fiscal year 1957 levels of 
aid for development. The $500 million requested by the President is modest in 
comparison and in fact represents only a very small increase over the fiscal year 
1957 assistance rate. The $300 million recommended is a step backward and in 
effect contradicts the statement of the purpose of the fund. 

6. In order to avoid abandoning half-completed projects or abruptly with- 
drawing from continuing activities, we had counted on using about $200 million of 
the fund for going projects not provided for in the newly defined defense support, 
nor, of course, in the development assistance. In addition, because of cuts in 
defense support, and in special aid, projects will have to be eliminated from these 
accounts, many of which are continuing or incompleted projects. These total $170 
million. This when added to the $200 million means that there will be nothing left 
in the fund under the House cut to do any of the new things which the fund was 
designed to do, and that moreover, some unfinished or continuing project might 
have to be abandoned. 

The increase in aid for economic development which is universally reeommended 
in all studies of the subject is needed for at least two major reasons: 

(a) If the less developed areas are, within the foreseeable future, to reach a 
point where they can finance further development from their own savings and 
private investment, then the current rate of their economic development must be 
greatly accelerated. They cannot do this without our help, more concentrated 
and better planned than in the past. It is far more economical in the long run 
for us to help them reach this level of self-support than to continue to help them 
indefinitely in a piecemeal fashion. 

(b) The menace of the Communist economic offensive continues to be great. 
The Sino-Soviet bloc has advanced some $700 million in credits in the last 2 years 
to a small number of selected ‘“‘neutral’’ countries. There is every reason to be- 
lieve that this effort will be increased. Nations which desperately need help and 
would like to have it from the United States will be forced to accept Communist 
aid with increasing danger of Communist penetration if they are unable to rely 
on us. The $300 million recommended makes it inevitable that they will be 
forced to deal with the Soviet bloc for what they conceive they need to advance 
their development. 

ANNEX No. 4 


TECHNICAL COOPERATION (BILATERAL PROGRAMS) 
THE HOUSE BILL 


I. Makes available $125 million for technical cooperation (consisting of $113 
million of new funds and $12 million of unobligated balances of prior year funds), 
which constitutes a reduction of 18 percent ($26.9 million) in the amount author- 
ized by the Congress and requested by the President. 

II. Provides that the technical cooperation appropriation is to be available 
only for 1 year, whereas the authorization act specifically provides that this 
appropriation is to be available until expended. 
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EXECUTIVE BRANCH POSITION 


I. Amount of appropriation 


The executive branch urges that the full amount authorized and requested for 
technical cooperation, $151,900,000, be made available either by (1) appropriating 
$151.9 million of new funds with no provision for carryover of unobligated bal- 
ances, or (2) appropriating $139.9 million of new funds and reappropriating $12 
million of unobligated balances of prior year funds. 

The cut imposed by the House bill was apparently designed to bring the fiscal 
year 1958 figure down to the approximate amount obligated for technical coop- 
eration in fiscal year 1957. Approximately $123 million was obligated in fiscal 
year 1957. However, this figure does not include two countries, Spain and 
Yugoslavia, in which technical assistance activities were financed in fiscal year 
1957 from defense support funds and which are now included in the technical 
cooperation request for fiscal year 1958. 

Even more important, the recommended figure completely disregards the fact 
that the $151 million requested for fiscal year 1958 was planned (a) to cover 
technical assistance in five countries in which there was no technical assistance 
program in fiscal year 1957 or in which such a program was begun only toward 
the end of the year; namely, Ghana, Argentina, Morocco, Tunisia, and the West 
Indian Federation. It disregards the further fact that, in a number of other 
countries, such as Jordan, where the Near East crisis forced a suspension of most 
operations, the program could only be conducted for a few months in fiscal year 
1957 and at a reduced level. 

The inescapable result, therefore, of the $125 million figure, if it stands, will 
be either (a) that programs now being carried out, instead of being modestly 
increased, must be sharply reduced in order to allow for the new programs, or 
(b) that the new programs cannot be undertaken at all. If the House, as is 
implied in the report of its Appropriations Committee, did not intend to cut 
back the level of current operations in countries now receiving technical coopera- 
tion, but to continue them at fiscal year 1957 levels, the figure which has been 
allowed is obviously too low. 

We consider it highly undesirable to reduce the level of technical cooperation. 
This long-range program has become more and more effective over the years, 
Requests for American technicians have been increasing steadily and while, as 
indicated by the House Appropriations Committee report, recruitment of the 
necessary technicians is not always easy, our ability to recruit, or to contract 
with American universities or private companies to provide, well-qualified tech- 
nicians has greatly improved. 

To interfere with the orderly continuation and development of this program 
would be seriously detrimental to United States interests. 


Il. No-year availability of funds 


For reasons which are set forth in detail in the covering letter to Senator 
Hayden, the executive branch requests that the appropriation for technical 
cooperation be made available on a no-year basis as provided in the authoriza- 
tion act. In the alternative, it is requested that this appropriation be made 
available on the basis provided in section 549 of the Mutual Security Act of 1954, 
as amended—that is, that 25 percent of this appropriation be made available 
for 15 months rather than 12 months. The Senate Appropriations Committee 
last year provided for the technical cooperation appropriation to be available in 
accordance with section 549, but that provision was deleted by the conference- 
committee. 


Unitep NATIONS TECHNICAL ASSISTANCE PROGRAM 
THE HOUSE BILL 


Adds to the appropriation for United Nations Technical Assistance (UNTA) 
a proviso that the United States contribution to the calendar year 1958 program 
of UNTA may not exceed 33.33 percent of the total program for that year, 
whereas the recently enacted authorization act expressly provides, as proposed 
by the President, that the United States contribution for that period may con- 


stitute as much as, but may not exceed, 45 percent of the total contributions 
for that period. 
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EXECUTIVE BRANCH POSITION 


The executive branch strongly urges that this proviso be deleted. 

We believe a reduction in the United States’ share of this program from the 
current level (49 percent for 1957) to 33.33 percent in 1958 would be contrary 
to the best interests of the United States. The executive branch has not opposed 
the general principle of reducing the United States share of this program to 
33.33 percent but believes that this level can reasonably be reached only in more 
gradual steps over a 3-year period as provided in the authorization act. 

Restricting the United States share for fiscal year 1958 to 33.33 percent would 
have the following consequences: 

1. Because contributions from other governments will not increase rapidly 
enough to make up the difference, it will reduce the resources available for the 
UNTA program by about 20 to 25 percent, from a total program of $31.5 million 
to about $24 million. Such a drastic reduction would be equal to eliminating 
the entire program in the Middle East and most of Africa, or of reducing by one- 
third the number of technicians working in underdeveloped countries. 

2. A great many projects now under way would have to be canceled and no 
new projects could be launched, although the need is great. 

3. A drop from 49 percent to 33%, percent in 1 year will be viewed by other 
contributing countries as unreasonable, and may be interpreted as a withdrawal 
of United States support for multilateral technical assistance in favor of bilateral 
programs. ‘This may also cause governments such as Canada and the Scandinavian 
countries, who have announced their strong continuing support of the program, 
to reconsider their position. 

4. It will seriously affect the United Nations Children’s Fund. About 250 
technicians serving on United Nations Children’s Fund projects are paid out of 
United Nations technical-assistance funds, since United Nations Children’s 
Fund funds are used primarily for the provision of supplies. 


ANNEX No. 61 
SPECIAL ASSISTANCE, GENERAL AUTHORIZATION 
THE HOUSE BILL 


I. Appropriates $175 million for special assistance, a reduction of 30 percent 
($75 million) in the amount authorized by the Congress and of 42 percent ($125 
million) in the amount originally requested by the President. 

II. Specifies that not less than $10 million of this appropriation shall be available 
for Guatemala. 

EXECUTIVE BRANCH POSITION 


I. Amount of appropriation 


The executive branch urgently requests that the full amount authorized fo 
special assistanee—$250 million—be appropriated. 

The executive branch requested an appropriation of $300 million for special 
assistance. The authorizing legislation authorized an appropriation of $250 
million for this purpose. The House bill appropriates only $175 million, which is 
$125 million below the original executive branch request. 

No cut proposed has potentially more disastrous and far-reaching effects than 
this one. The reasons for this conclusion lie not only in the severity of the cut 
proposed—more than 40 percent—but also in the variety of important purposes 
which the funds sought are intended to serve. 

The $300 million can be divided into the following two parts: 

(1) $100 million, which is intended to cover all those presently known, 
specific, firm, high-priority requirements for economic assistance which, for 
one reason or another, do not qualify for either defense support or the develop- 
ment loan fund 

(2) $200 million, which is intended to meet emergency and other contingent 
requirements for military or economic assistance which may develop during 
fiscal year 1958 and for which, because they were contingent or unknown 
when the presentation was developed, no specific provision could properly be 
made in the regular programs. 

A cut of $125 million in the $300 million requested—or any cut that approaches 
this amount—would compel the executive branch to take both of the following 
steps: 

(a) To reduce the $200 million emergency reserve to a level which past 
experience has consistently demonstrated to be inadequate to meet the 
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volume of high-priority contingent requirements that will arise in the course of 
any year—to a level, in fact, which would begin to approach the level of aid 
that is needed merely to meet several specific and important requirements 
which, while they were contingent or unknown at the time the presentation 
was developed, have now become, as of today, relatively firm; and 

(b) To reduce drastically, or to eliminate, a substantial number of the 14 
separate specific programs which the $100 million portion of the $300 million 
is intended to cover. 

In actuality the taking of these two steps would probably mean (a) a reduction 
from $100 million to about $60 million in the aid that could be made available for 
the 14 separate, specific, previously planned programs, and (b) a reduction in the 
emergency reserve from $200 million to about $115 million. 

The practical and unavoidable consequences of such reductions in terms of 
United States security are not difficult to forecast. 

The $100 million specifically programed represents, except as certain of these 
nations might eventually qualify for help from the development loan fund, the 
sole source of economic assistance for Israel; for Afghanistan and Nepal, 2 im- 
portant, critical, and exposed countries which lie on the immediate borders of the 
Soviet empire and which are currently primary targets of intensive Communist 
efforts at political and economic penetration; for the 3 nations in Latin Amerlea 
which are most in need of special economic help—Bolivia, Guatemala, and Haiti; 
for Tunisia; for dependent overseas territories in Africa which are approaching 
independence; and for Yugoslavia. It is also the source of funds to finance pro- 
grams to strengthen the civil police forces in a number of countries where the 
capacity to maintain internal security in the face of constant, extensive Commu- 
nist subversion or actual Communist-inspired insurrection is directly dependent 
on the rapid development of better equipped and better trained internal security 
forces. It is the source of funds to provide the estimated $10 million required to 
complete the program to aid Hungarian refugees, and it is intended to supply 
$19.4 million of the $23 million required in fiscal year 1958 to launch the 5-year 
program to eradicate the scourge of malaria from most of the world. 

The individual program reduction and eliminations which would probably be 
dictated by a total reduction of $40 million in the aggregate sum available for all 
of the foregoing specific programs is shown illustratively in a classified table 
which is being separately furnished. They involve, as will be seen, very difficult 
choices. But the changes compelled would probably necessarily mean, at the 
very least, the elimination of any aid for several of the countries listed; and either 
the abandonment of the malaria eradication program or its conversion into a very 
restricted malaria control program. The latter step would, of course, disappoint, 
with adverse political repercussions for the United States, the hopes and expecta- 
tions aroused throughout the world as a result of this country’s announcement 
that it was prepared to underwrite a program of this character. 

The $200 million proposed as a reserve to meet emergencies and contingencies is 
comparable in amount to the approximately $200 million in unprogramed con- 
tingency funds specifically provided by Congress for fiscal year 1957 in 2 
separate parcels—(a) $100 million in the President’s special fund (sec. 401 (b) 
of the Mutual Security Act of 1954, as amended) and (b) the $100 million un- 
programed portion of the $250 million fund for development assistance (sec. 201 
of the Mutual Security Act of 1954, as amended). While this sum of $200 million 
was not used in its entirety during fiscal year 1957, its actual use was sufficiently 
great—in the neighborhood of $150 million—to indicate that a fund of this 
general level represents a minimum safe reserve. This conclusion is more than 
borne out by our experience in previous years when, by the use of special Presiden- 
tial funds of this kind or the transfer of funds from their originally intended 
purpose, it has consistently been necessary to meet contingency requirements 
of very substantially larger size—about three-quarters of a billion dollars in 
fiscal year 1954, nearly $400 million in fiscal year 1955, and approximately $250 
million in fiscal year 1956. 

A reduction of $85 million in the amount that could be applied to unprogramed 
purposes would leave a reserve only a little more than half of that available last 
year (fiscal year 1957) and some $35 million less than the sum actually needed in 
that period; it would be a reserve sufficient to cover less than one-fifth of fiscal year 
1954 emergency requirements, little over one-third of fiscal vear 1955 contingent 
needs, and less than 50 percent of new needs in fiscal year 1956. 

But the problem is much worse than the foregoing comparative statistics would 
indicate, because there are several special factors which make it likely, as actual 
events are already proving, that the number of presently unforeseeable or other- 



























580 MUTUAL SECURITY APPROPRIATIONS, 1958 


wise contingent requirements which will have to be met in fiscal year 1958 will 
be far greater than our experience in preceding years might otherwise indicate 
as probable. The most important of these factors is this: That because of the 
uncertainties that have existed, and in part (but only in part) still do exist, no 
programs, or only very limited programs, have been specifically included for a 
eonsiderable number of the important countries in the general area of the Middle 
East where, if the circumstances will permit, some program, or a significantly 
larger program than is now planned, would be very much in furtherance of vital 
United States objectives in the area. These countries include some where events 
that have already occurred have converted what were previously contingent 
requirements into firm requirements. A second almost equally important factor 
is the probability that the Soviet Union will attempt increasingly, and particularly 
in the Middle East, to move with rapidity and aggressiveness in its efforts at 
political, economic, and cultural penetration, creating situations in which the 
capacity of the United States to move rapidly and decisively with aid may deter- 
mine whether or not the area involved will or will not remain, or become, oriented 
toward the free world. 

Under all of these circumstances a worldwide reserve for all purposes and for 
all forms of aid—military, economic, and political—of only $115 million is patently 
inadequate to provide the margin of safety necessary to deal with the kinds of 
urgent new needs that are likely to confront the United States in this fiscal year. 
To so restrict the capacity of the executive branch to meet contingent situations is 
to deny to it a tool of flexibility that is not only responsive to, but required to 
deal with, the kind of swiftly changing world situation with which American 
foreign policy must continuously contend. 


II. Earmarking for Guatemala 


The executive branch opposes the earmarking of a specific amount for Guate- 
mala in the legislation, and requests that this proviso be deleted. 

The executive branch has consistently opposed this type of earmarking of 
specific amounts for individual countries. Such earmarkings create difficulties 
with other countries and raise questions why other countries should not also be 
singled out for this preferential treatment. And they impair our ability to use 
available funds with the maximum effectiveness in the United States interest in 
dealing with changing worldwide requirements. 

As in the case of the earmarking for Spain under defense support, this ear- 
marking for Guatemala, because it is imposed on an appropriation which is 
greatly reduced below the President’s original request, will have particularly 
serious consequences. The reduction already made in special assistance funds 
by the authorizing act leaves us with a most serious problem—a problem which 
will be further compounded by any additional cuts—of determining which of the 
requirements covered by the original special assistance program must now go 
unmet and which of our United States objectives must now be postponed or 
abandoned. Decisions of this nature obviously involve considerations of the 
most basic and vital importance to United States interests and require the most 
careful study. Under these circumstances we believe it is especially important 
that the President be given full discretion to determine the priority of needs to 
be met from the greatly reduced special assistance funds. 


ANNEX No. 7 
SpecraAL AssisTANCE, LATIN AMERICA 
THE 


HOUSE BILL 


Makes no appropriation for purposes of section 400 (b) of the authorizing act, a 
section which authorizes an appropriation of $25 million for assistance for eco- 
nomic development in Latin America. 


EXECUTIVE BRANCH POSITION 





While the executive branch did not originally request the authorization in 
section 400 (b), it believes that the funds authorized by that section could be 
used effectively for the purposes intended. Such an appropriation would now 
be particularly useful in view of the heavy cuts made in funds for worldwide 
programs by the authorizing act, and would be even more important if still more 
drastic cuts are made in appropriations for those programs. 
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It is requested that, for the general reasons indicated in the covering letter to 
senator Hayden, any appropriation for this purpose be made available on a 
no-year basis as provided in the authorizing act. 


ANNEX No. 8 
PeRIOD OF AVAILABILITY OF APPROPRIATION FOR JOINT CONTROL AREAS 
THE HOUSE BILL 


Provides that the appropriation for special assistance in joint control areas is 
to be available only for 1 year. 


EXECUTIVE BRANCH POSITION 


For reasons set forth in the covering letter to Senator Hayden, the executive 
branch requests that the appropriation for joint control areas be made available 
in accordance with section 549 of the Mutual Security Act of 1954, as amended; 
that is, that 25 percent of this appropriation be made available for 15 months 
rather than 12 months. The Senate Appropriations Committee last year provided 
that the appropriation for this purpose was to be available in accordance with 
section 549, but that provision was deleted by the conference committee. 


ANNEX No. 9 
NATO Civint1an HEADQUARTERS 
THE HOUSE BILL 


Appropriates $1.5 million for payment of expenses in connection with con- 
struction of the civilian headquarters building for NATO, a reduction of about 
45 percent ($1.2 million) in the amount requested by the President. 


EXECUTIVE BRANCH POSITION 


The executive branch requests that not less than $2 million be appropriated 
for this purpose. 

The appropriation of $1.5 million made by the House bill is apparently based 
on the Department of State 1958 budget request for NATO civilian headquarters. 
On the basis of an independent reexamination of the detailed specifications and 
estimates of the building in the light of the French inflation, an amount of $2.7 
million was subsequently requested as part of the 1958 mutual security program. 
Because of the devaluation of the French frane within the past week, it now 
appears that only $2 million will be required on the part of the United States to 
permit completion of the building. 

If only $1.5 million is appropriated to be contributed to cover the United 
States share of 40.86 percent of the total cost, the United States would have to 
insist that the letting of contracts be restricted within a ceiling approximately 
$1.225 million less than the building is now estimated to cost. Besides creating 
unfortunate political consequences, final completion of the building would be 
substantially retarded. 

ANNEX No. 10 


ATOMS FOR PEACE PROGRAM 
THE HOUSE BILL 


Makes available for the atoms-for-peace program $4,540,000 of unobligated 
balances of prior year funds, whereas the Authorization Act authorizes, and the 
President requested, a new appropriation of $7 million for this program with no 
carryover of unobligated balances. This represents a cut of 36 percent in the 
amount requested for this program. 


EXECUTIVE BRANCH POSITION 


The executive branch requests that $7 million be made available for the atoms- 
for-peace program in fiscal year 1958, either by (1) a new appropriation of $7 
million, or (2) a new appropriation of $2.55 million plus the carryover of $4.45 
million of unobligated balances. 
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The atoms-for-peace program proposed by President Eisenhower in 1953 has 
become in the past 4 years a compelling demonstration of the United States’ 
sincere desire to share with our friends abroad the promise of atomic energy in 
its peaceful application. 

The President requested authorization and appropriation of $7 million for this 
program in fiscal year 1958, it being made clear that the amount not obligated 
in fiseal year 1957 should lapse or be taken into account in appropriating new funds. 

The action of the House in making available only the unobligated balance of 
fiscal year 1957 funds ($4.450 million), with no new funds appropriated, is in 
effect a reduction of $2.550 million in the request for fiscal year 1958 funds. 

This will mean a reduction in some of the basic technical assistance programed 
for nations which are not sufficiently advanced to make effective use of research 
reactors, or compel deferral of planned installations of a certain number of research 
reactors to make up for this reduction. 

The cut may appear small. However, it constitutes a reduction of 36 percent 
in the President’s request. And it raises the question as to whether consideration 
was given to the integrated nature of the program which is intended to help 
friendly nations regardless of the level of their development in this field. 





ANNEX No. 11 


CONSOLIDATION OF APPROPRIATION FOR DEPARTMENT OF STATE ADMINISTRATIVE 
EXPENSES 





THE 





HOUSE BILL 





Omits language proposed by the executive branch which would permit funds 
appropriated for State Department mutual security administrative expenses to 
be consolidated with other appropriations for Department of State administrative 
expenses. 

EXECUTIVE BRANCH 





POSITION 





The executive branch would prefer the inclusion of the language originally 
proposed since it would permit simplified procedures for accounting for this 
appropriation. 

12 


PRouwIBITION AGAINST Use or Funps ror PUBLICITY AND PROPAGANDA 


ANNEX No. 





THE HOUSE BILL— 
Contains a new provision, inserted during floor debate, providing that ‘‘no 
part of any appropriation contained in this act shall be used for publicity or propa- 
ganda purposes not heretofore authorized by the Congress.”’ 





























LXECUTIVE BRANCH POSITION 





This provision, as we understand it, merely repeats in substance the existing 
permanent prohibition contained in section 508 of the Mutual Security Act of 
1954, as amended (the Dworshak amendment), and the executive branch would 
recommend that it be omitted as unnecessary duplication. 

Section 508 reads as follows: 

“LIMITATION ON Funps ror PRopAGANDA.—None of the funds herein author- 

ized to be appropriated nor any counterpart funds shall be used to pay for personal 
services or printing, or for other expenses of the dissemination within the United 
States of general propaganda in support of the mutual security program, or to 
pay the travel or other expenses outside the United States of any citizen or group 
of citizens of the United States for the purpose of publicizing such program within 
the United States.” 
Thus the Dworshak amendment already forbids use of mutual security funds 
for dissemination in the United States of the type of material which the House 
provision proscribes, and the House provision is apparently not intended to add 
anything of substance to this restriction. The only reason advanced for the in- 
sertion of this provision in the House bill was that the provision had been in- 
cluded in the appropriation acts for certain other agencies. This overlooks the 
fact that, unlike the case of other agencies, the mutual security program is already 
subject to the permanent prohibition in the Dworshak amendment. 

We have, of course, regularly been providing information, as distinguished from 
propaganda and publicity, to the Congress and the American public with regard to 
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the mutual security program. This is in accord with the responsibility of Govern- 
ment agencies to keep the public informed of their operations and of the way in 
which they are using the public funds entrusted to them. The conference com- 
mittee which adopted the Dworshak amendment explicitly stated (H. Rept. 2031, 
82d Cong., p. 18) that ‘‘there should not be any interference with the supplying of 
full information to the Congress and to the public concerning the operations of 
the mutual security program.’’ Recently there have been several expressions of 
congressional view that a more thorough job should be done of informing the 
American public of what is being done with foreign aid appropriations and what 
results as being achieved. 

Also, activities are being carried out to disseminate in other countries informa- 
tion and publicity on the mutual security program. Congress has often made 
clear its intention that the peoples of other countries should be kept fully aware of 
the assistance being furnished to them by the United States. 

These types of activity which are now being carried on for supplying informa- 
tion to the American people and for furnishing information and publicity in for- 
eign countries could, it seems clear, continue to be conducted without change un- 
der the language of the House provision. Consequently there is no substantive 
objection to the provision, although it would seem preferable to omit the provision 
to avoid unnecessary duplication in the legislation. Any language which could 
be construed as a congressional criticism of the policy of supplying information to 
the American public and furnishing publicity and information to foreign countries 
would be contrary to previous expressions of congressional intent and, we firmly 
believe, to United States interests. 


ANNEX No. 13 


20-PERCENT LIMITATION ON OBLIGATIONS IN THE Last 2 MONTHS OF 
Fiscat YEAR 1958 


THE HOUSE BILL 


Contains a restrictive provision (sec. 105) which specifies that not more than 
20 percent of any individual appropriation, other than the appropriations for the 
development loan fund and special assistance, may be obligated during the last 
2 months of fiscal year 1958. 


EXECUTIVE BRANCH POSITION 


The executive branch most strongly opposes this restrictive provision and urges 
its deletion. The basic reasons for this position are set forth in the covering letter 
to Senator Hayden. 

We are convinced that this kind of restrictive provision operates, and only can 
operate, to undermine the very purposes for which it is proposed—the wise and 
prudent management, and the careful obligation, of mutual-security funds. On 
the one hand, by placing a narrow deadline on the time for completing arrange- 
ments for the obligation of funds, it fosters hasty and ill-considered obligations. 
On the other hand, by cutting off the availability of 80 percent of most appro- 
priation accounts as of April 30, it may well force the postponement or abandon- 
ment of important program objectives which may need to be met during the 
ensuing period. 

This provision is particularly illogical in its application to appropriations which 
may be wholly obligated by a single action, such as the appropriations for con- 
tributions to international organizations. 

The effect of the restriction in such a case is simply to require that the United 
States pledge its full contribution by April rather than June, thus reducing the 
time available to negotiate on pledges from other countries. It seems apparent 
that these appropriations do not involve the problem of “June buying”’ which has 
been given as the reason for imposing the restriction. 

The exclusion from the House restriction of the development loan fund and 
special assistance is, of course, strongly favored and considered to be of vital 
importance. The restriction has no logical applicability to the development loan 
fund since that appropriation is on a no-year basis. The exclusion of special 
assistance, like the exclusion of section 401 (b) last year, is of major importance 
since that appropriation is designed for use in meeting emergencies and contingen- 
cies which may well, of course, arise at any time of the year. 

We are confident that the deletion of the House provision will serve to promote 
more effective and efficient use of funds. 
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ANNEX No. 14 













Arp To AMERICAN ScHOoLS ABROAD 


THE HOUSE BILL 





Prohibits the use of funds for purposes of the first sentence of section 400 (c) 
of the Mutual Security Act. Section 400 (c) is a new provision which authorizes 
use of not to exceed $10 million of special assistance funds for aid to American 
schools and libraries abroad. The prohibition in the House bill was not proposed 
by the executive branch. 


EXECUTIVE BRANCH POSITION 





The executive branch takes no position on this matter. It neither requested 
nor opposed the insertion of section 400 (c) in the authorizing act. 






















ANNEX No. 15 


STATEMENT OF CONGRESS ON SEATING COMMUNIST CHINA IN THE 
Unitep NATIONS 


THE HOUSE BILL 





Includes a provision (see. 108) stating the continuing sense of the Congress 
that Communist China should not be seated in the United Nations, and request- 
ing that the President provide certain information and recommendations to the 
Congress in the event of such seating. 


EXECUTIVE BRANCH POSITION 





Since this provision duplicates the statements of continuing congressional policy 
contained in section 101 of the Mutual Security Act of 1954, as amended, and in 
section 12 of the Mutual Security Act of 1955, the executive branch did not pro- 
pose its reenactment. However, the executive branch has no objection if the 
Congress desires to repeat this provision. 


Mutvat Security PRoGRAM 


STATEMENT OF HON. JOHN FOSTER DULLES, SECRETARY OF STATE 


GPNERAL STATEMENT 




















Chairman Haypen. It is my understanding that of the three 
witnesses that are to appear this morning, each has a prepared state- 
ment. Secretary Dulles, we would be glad to hear from you first. 
Secretary Duties. Thank you. The House of Representatives in 
its pending bill appropriating funds for the mutual security program 
has made drastic cuts. These are superimposed upon substantial 
cuts already made by the authorizing legislation. Also they are 
sopeninaponed upon cuts made in prior years against the judgment of 
the Executive 





GRAVE POLICY QUESTIONS 


The cuts proposed for this year are, in the aggregate, of a magnitude 
and character to raise grave policy questions. 

There can be honest differences of opinion as to how much money is 
required to carry out United States policy. But the cuts of prior 
years have brought the common defense into an area of serious risk. 
In Greece, Turkey, Pakistan, Vietnam, Free China, Korea, and 
elsewhere, there is concern because the needed military effort is 
creating an inflationary threat not counterbalanced by our defense 
support. In other countries bases essential to the common defense 
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are endangered because it is felt that the risks are not being adequately 
compensated for. When, in the face of that situation, the amounts 
requested by the President for the current year are cut to the figure 
now in the House bill, the effect is to challenge the mutual security 
policy itself. 

The fact is that the mutual security program, which has been 
successfully holding together the free world and protecting it from 
Communist depredations, cannot continue to function vigorously and 
well under such treatment as is accorded by the current House 
appropriations bill. 


MILITARY ASSISTANCE 


The President requested $1.9 billion of new funds for military assist- 
ance, together with the reappropriation of certain unobligated bal- 
ances. The House of Representatives cut this request by $656 
million. 

It is the judgment of the President and the immediately retired and 
the present Chairman of the Joint Chiefs of Staff, speaking for them- 
selves and the Joint Chiefs, and of the Secretary of State, that such a 
reduction in military assistance, the impact of which would come 
primarily in supplying new types of weapons, would deeply concern 
our allies, and that, particularly in the case of NATO, the failure to 
supply certain types of new weapons would have a serious effect 
upon our NATO alliance. 

The report of the House Committee on Appropriations does not 
make clear whether the committee has a different political and 
military judgment, or whether it is the judgment of that committee 
that it is now unimportant to the United States whether or not the 
strength of our military allies disintegrates. 

We believe, however, that the Congress before it finally acts should 
be aware of what it is doing to the security of the United States by 
making it impossible to supply our allies with the military equipment 
needed to maintain the effectiveness and morale of their fighting forces. 


DEFENSE SUPPORT 


I now turn to the matter of defense support. This is money which 
enables those of our allies which are economically weak to maintain 
the military forces which we judge necessary for their security. The 
President asked for $900 million. The House bill would appropriate 
$621 million. 

There is need to extend defense support to 15 allies, chiefly in the 
Middle and Far East. Over $600 million is required to enable five 
countries, Korea, Free China, Vietnam, Pakistan, and Turkey, to 
support the 2,100,000 men they now have under arms. These five 
countries all lie along the Sino-Soviet border. They are all faced by 
powerful Communist forces. The United States, by treaties over- 
whelmingly concurred in by this Senate, has found that the peace and 
security of the United States would be in jeopardy if they should be 
attacked by Communist aggression. 

It is the considered judgment of the President and his military 
advisers and of the Secretary of State that the House cut in defense 
support would make it impossible to maintain in these areas, adjudged 
vital to the United States, the strength necessary to defend them. 
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The report of the House Appropriations Committee does not make 
clear whether it judges that the danger is past. 

Again, before the Congress finally acts, it should be clear what the 
issues are and what, and where, is the responsibility. 


SPECIAL ASSISTANCE 


I turn now to the matter of special assistance. The Executive 
requested $300 million. The House provides $175 million. Already 
$100 million is required for specific programs under way. These 
would have to be cut nearly in half. 


EMFRGENCY FUND 


The $200 million, requested for emergencies, would also have to be 
cut nearly in half, to about $115 million. This is substantially less 
that the actual emergency needs which have had to be met during each 
of the last 4 years. 

There is no single item more vital than this President’s emergency 
fund. At least, that is the judgment of the executive branch of the 
Government, and that is the judgment buttressed by experience. 

Obviously, the House Appropriations Committee report takes 
the view, not shared by the President, that there are less apt to be 
emergencies in the future than in the past. We hope that it is right. 
But we think it is reckless to proceed on the assumption that what 
saved Iran, Vietnam, Guatemala, Jordan, and the Hungarian refugees 
may not be required again. 


DEVELOPMENT LOAN FUND 


I turn now to the development loan fund. This was designed to 
make it possible for underdeveloped countries, most of whom have 
recently achieved new political freedom, to find the way, in freedom, 
to strengthen their economies so that they would not turn to 
communism to find that way. 

The plan of doing this by loans rather than grants and seeking a 
long-range approach was based solidly upon the notable study a 
by ‘the Senate Special Committee to Study Foreign Aid, on which 
your chairman and ranking minority members served. 

The President recommended that the fund be launched with an 
assured capital of $2 billion, to be provided in 3 annual increments. 
The House bill would appropriate $300 million. 

The purpose of the fund is not to piddle away money but to engage 
in selected well-conceived major, long-range projects which would 
really help get the economy out of the rut, and make it easier to 
bring in private capital, World Bank loans, and so forth. 

The treatment accorded by the House bill is so severe as to jeopar- 
dize the basic concept that underlies the fund. In effect, the House 
bill is a policy measure, running contrary to the almost uniform 
judgments of the Executive, the Senate Foreign Relations, and the 
House F oreign Affairs Committees and also the judgments of numerous 
special groups who have been studying the matter for the Executive 
and for the Congress during the past year. 
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TECHNICAL ASSISTANCE 


1 turn now to the item of ‘Technical assistance.’ The Executive 
requested $151 million. The House appropriated $125 million. The 
House action was designed to bring the program down to the level 
obligated for fiscal year 1957. However, this ignores the fact that 
in 1957 two countries, Spain and Yugoslavia, had their technical aid 
finaneed trom what was then known as ‘‘defense support.’’ Also it is 
deemed important in 1958 to extend technical assistance to several 
newly independent countries. If we cannot slightly enlarge the 
program it will mean either cutting the present programs elsewhere 
or else giving no aid to these newly eligible countries. 

In conclusion, the House action, should it stand, would involve a 
serious crisis of confidence in the United States and the dependability 
of its policies. 

Throughout the postwar decade, the Congress, whether it was 
Republican or Democratic, and on a bipartisan basis, has, broadly 
speaking, followed and implemented the mutual security policies 
proposed by the President and approved by the Foreign Relations 
and Foreign Affairs Committees. 

If the Congress is no longer willing to follow that kind of leadership, 
then the free world in turn may not be prepared to follow the leader- 
ship of the United States and the whole foundation of our security 
structure is endangered. Our allies, their forces, our bases abroad, 
all are required for ‘the sec urity of the United States. If the Congress 
is unwilling to do what is necessary to maintain them, then we face a 
new insecurity and a future of grave risk. 

It should be clear beyond a doubt what the House bill does, I 
believe unintentionally. It is not just saving money. It is danger- 
ously eroding the security policies which, for a decade, have been 
sponsored by Democratic and Republican leadership. We will not 
have dependable policies in this respect. Our allies will know it. 
Our people should know it. The Senate faces a great responsibility 
to save the Nation from this peril. 

Chairman Haypen. Admiral Radford, you have a very brief state- 
ment, and I believe the best way to proceed would be to let you read 
that into the record now. 


STATEMENT OF ADM. ARTHUR RADFORD 
Support oF Mutua Security PRoGRAM 


Admiral Raprorp. I welcome this op portunity to again appear 
before your committee in support of this year’s mutual sec urity 
program. Exactly 1 month ago, in my then official capacity as 
Chairman of the Joint Chiefs of Staff, I appeared before you and 
stated unequivocally that I thought this program was both necessary 
and modest and that it was an essential part of our own national 
security program. I still think so. 

Reading the record of the debate of this program which took place 
last week in the House of Representatives, I am appalled at the fact 
that we have not been able to put this program in its proper perspec- 
tive before the American people. I say this because those Members 
of Congress who argued against the program—or for a greatly reduced 
program—for the most part sincerely and undoubtedly reflected the 
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views of their constituents. This opposition generally presented the 
program as a vast boondoggle—poorly managed—a giveaway program 
reminiscent of the WPA era. When | hear statements like that made 
by sincere Americans, it worries me. They are just not compatible 
with the military facts of life as they exist today. The time is past 
when we could depend on our vast industrial capacity to build a war 
machine that would pull us through—after an emergency occurred. 
The time is past when we would be given time to train our reserves of 
manpower, equip them, and transport them overseas to meet an 
enemy. 
DEPENDENCE 





ON TRAINED FORCES-IN-BEING 


In the next war, whether it be of the gloabl or limited variety, we 
are going to depend almost entirely on trained forces-in-being ‘and 
already in place in the danger spots ‘around the world. That is where 
our mutual security program comes in. For the past 9 years, we have 
been developing a national defense posture which is integrated with, 
and depends upon—let me repeat that—depends upon—indigenous 
forces and bases around the world. There are two alternatives to 
such strategy. 

First, the United States forces in much larger numbers could take 
the place of these indigenous forces. In most allied countries, they 
would be welcomed as visible evidence of our determination to stand 
with them against the Communist menace; but it would require a 
major mobilization effort on our part, and nearly every able-bodied 
young man of military age would spend several years of his life in 
military service overseas. The cost would be staggering. 

Or (second), we could adopt a Fortress America concept. In the 
world we live in today, such a concept is entirely negative and would 
merely mean that we postponed an ultimate and violent showdown 
with international communism or, in the long run, would capitulate. 

The program of national security which has been followed for the 
last 9 years is a positive program and has had bipartisan support. 
It is, in my opinion, the only program which offers us the hope of avoid- 
ing global war, and without such a war, of ultimately prevailing over 
Communist enemies who are still determined to destroy our way of 
life if they can. 

If our national security program is to be changed, let us make the 
change advisedly and not cover up the facts of life with arguments 
which avoid or hide the real issues. 

I am sure that the mothers—the fathers—the wives—in our country 
would vote for an adequate mutual security program if the under- 
stood it. Our mutual security program is not “foreign aid’’—it is 
not a giveaway program—it is a program which is in the best interests 
of the people of the United States and their friends and allies of the 
free world who want to stay free. It does not mean that we hire our 
friends to do our fighting for us as the Communists so often charge. 
It means that each country in the free world is prepared to do what it 
can to defend itself and counts on the great reserve of power in the 
United States to come to its assistance when trouble starts. 


MISTAKES IN JUDGMENT AND ADMINISTRATION 


T do not maintain that our handling of the military aid program has 
been perfect. As I have traveled around the world in the last 4 
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vears, I have found evidence of mistakes in judgment and administra- 
tion. Whenever this happened, I took immediate corrective action if 
within my field of authority or dispatched recommendations for 
changes to higher authority. 

Let me point out that this mutual security program in its magnitude 
and complexity is probably without precedent in history. Certainly, 
it is much more difficult: to handle than the lend-lease program of 
World War II. The personnel of the Defense Department—civilian 
and military—in Washington and abroad are doing their best to ad- 
minister the program efficiently. We have made great progress in the 
last 9 years—-and admit there is still room for improvement, 

What we cannot admit is that this program can be materially re- 
duced without endangering the entire foundation of the collective 
security policy the United States has been following for the last 9 

vears. As I said earlier, if this policy is to be changed, let us make 
that change the issue straightforw ardly. 

1 am certain there is not one citizen in the United States who wants 
war. Therefore, I am equally certain that if all our citizens under- 
stood the mutual security program for what it is—an important part 
of our national program to prevent war—they would unanimously 
vote for it. 


Chairman Haypen. Mr. Hollister, I notice you have a statement 
here of about 15 pages. 


Suprort oF Mutua SEcurity PROGRAM 


STATEMENT OF JOHN B. HOLLISTER, DIRECTOR, INTERNATIONAL 
COOPERATION ADMINISTRATION 


PREPARED STATEMENT 


Mr. Hollister. Mr. Chairman, I plan to cut that down to about 
one third or one quarter. 


Chairman HaypEen. We will let the statement be included in the 
record. 
(The statement referred to follows:) 


Gentlemen, the reduction proposed by the House will be interpreted in one of 
two ways. Some will say that this means the United States has changed its basic 
foreign policy—has renounced its policy of supporting the security of this country 
through the collective action of the free world by reducing drastically our assistance 
to the military forces and the economies of the countries in the free world. If this 
reduction were the beginning of a new direction in this necessary method of pro- 
tecting the security of this country the Congress ought to state this policy clearly 
and unequivocally so that the executive branch and other free countries could plan 
accordingly. 1 do not believe that this is a proper interpretation of the House cut. 

Another interpretation which could be made, and I think this was the intent of 
most of the Members of the House, is that this reduction represents no change in 
policy or in the general level of the program but rather a directive to finance the 
program proposed by the executive branch by the use of the existing pipeline and 
by the greater use of local currencies generated under Public Law 480. 

I wish to direct my remarks to the two assumptions underlying this latter 
interpretation implicit in the action of the House and close with a review of what 
will be the direct effect of the cut involved in this action by the appropriation of 
$809 million less than was authorized by the Congress in the recently enacted 
mutual security legislation. 

First as to the pipeline. Admiral Radford has already dealt with the pipeline on 
military assistance. As to the economic programs, including defense support, the 
pipeline of undelivered goods and services as of June 30, 1957, was $1.9 billion, 
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In terms of time this covers a period of approximately 13 months. I wish to 
emphasize that the evaluation of the validity of the pipeline should be in terms 
of time and not in the amount of money involved; that is, in terms of time it takes 
to accomplish certain material goals, e. g., delivery of commodities, the completion 
of services. Let us take a graphic example: If we sign a contract with the Uni- 
versity of Michigan to carry out a certain technical assistance program in Pakistan, 
say in April of one year, to cover the forthcoming school year, it will take at least 
17 months before the sum set aside to pay for this contract can be fully expended. 
This example is one of the more usual transactions that are undertaken by ICA. 
There are others, such as a contract for the building of a fertilizer plant that would 
run for 2 years or more and there are other transactions, such as the payment of 
United States Government technicians in which the expentitures follow almost 
immediately the obligation of the fund. Our average is 13 months. This has 
been relatively constant for the past 5 years. 

From my experience this is a good record for a going program and indicates 
clearly that there has not been an abuse of forward planning or the unnecessary 
tying up of funds. 

Those who claim that the mutual security program can live on its pipeline this 
coming year often also deny that the program is being curtailed. There cannot 
be a more serious error than this contention. It is patently clear that if we cut 
the amount to be made available for obligations during fiscal year 1958, it will 
mean, in a real sense, that the program itself is being curtailed. 

The second assumption which has been made about the mutual security pro- 
gram is that we can use Public Law 480 local currencies to a much greater extent 
and thereby reduce the amount of mutual security money necessary. There are 
Public Law 480 currencies that are available for activities related to the mutual 
security program. However, there is a very simple fact which explains why these 
local currencies will not take the place of the money we have requested. The 
money we have requested is needed to buy goods and services to introduce into 
the economies of the countries involved. This must be paid with dollars or other 
hard currency. We buy tanks, guns, planes, tractors, generators, raw materials, 
fertilizers, seeds, school equipment, industrial machinery, pay for surveys, hire 
technicians, train foreigners in the United States, and do a host of other things, alli 
of which have this one thing in common: They require dollars and cannot be 
obtained with local currencies. Therefore, giving or loaning back to a country 
Public Law 480 local currency will not take the place of the money which has been 
requested under this program, because such local currencies will not pay for 
imports. I do not meant to say, however, that Public Law 480 local currencies 
are not useful. They are useful particularly in helping a country in meeting its 
internal fiscal burdens; and to make progress it is necessary that these internal 
problems be met. However, meeting these internal problems is not a sufficient 
condition for progress. Progress either on the economic front or on the military 
front depends in the first instance upon receiving external help; that is, upon im- 
porting into the country items which it does not have and cannot afford to buy. 

In addition to this very simple fact, there is another important fact. Many of 
the sales made under Public Law 480—which is primarily a program for the dis- 
posal of our agricultural surpluses—are to countries such as those in Latin America 
and Europe in which we have no economie programs. The local currencies re- 
ceived through these sales are not available or are available to a limited degree in 
carrying out programs in other countries. A Public Law 480 program in Brazil, 
however useful to that country and to us, will not help us to meet requirements in 
Vietnam or Korea. 

In limited instances Public Law 480 sales transactions together with the cur- 
rencies generated have done and can continue to do those things in those places 
which would have had to be done with mutual security funds. The effect of such 
transactions, however, has already been taken fully into account in our planning 
and programing for fiscal year 1958. 

I know of no subject which is more complex or upon which I have spent more 
time in the past year than this difficult subject of the interrelationship between 
the mutual security program and Public Law 480. I do not wonder that there 
have been misunderstandings and that certain people have made the superficially 
plausible assumption that reductions could be made in our figures because of 
Public Law 480. The plain facts are, however, as I have demonstrated, that re- 
ductions in the mutual security program cannot be based upon the argument 
that Public Law 480 will do the job. 

Turning now to the specific effects of the reductions, I would like first to take up 
defense support. The most direct way I can outline the effects of the House 
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cut in defense support is to go over with you a comparison of the figures originally 
programed under the executive branch request for $900 million for the 15 nations 
receiving defense support and the amounts that they would receive under the 
House cut to $621 million. 

In going over these figures we should keep in mind two facts that are not 
immediatelv apparent in the figure of $621 million allowed by the House: (1) The 
appropriation bill requires that at least $40 million be set aside for the Spanish 
program, and (2) the authorization act requires that $175 million be devoted 
to the disposal of surplus agricultural commodities. The Spanish requirement 
means that the programs for other countries must absorb a cut of another $10 
million. 

The requirement of $175 million of surplus agricultural commodities was closely 
figured on the availability of $900 million in defense support. Under the House 
figure of $621 million, flexibility in trying to meet the requirements of highest 
priority in the program will be greatly reduced since these surpluses are of limited 
use in some of the countries in the program. 

If you will look at the classified table before you, the effects of these reductions 
can be seen. I would like to discuss the effects of these reductions on each of these 
groups. Let me turn first to the first group of countries. From a military stand- 
point these five countries are especially important because they provide military 
bases and other facilities of critical importance to United States forces. 

Because of the far-reaching effect on United States operational capabilities 
which defense support cuts could have in these five base-supporting countries, it 
would be necessary to keep the cuts in such countries to a minimum—say about 
20 percent with the exception of Spain where the House bill requires an increase. 
Nonetheless, it seems almost certain that cuts of the level proposed for this group 
of countries would cause extremely difficult problems for the United States, and 
these problems will be aggrevated because it now appears, as a result of recent 
developments in at least two of these countries that the amounts of defense sup- 
port actually required in them will be much more, perhaps twice the amount 
assumed when the congressional request was submitted. 

Next let us consider the effects of the reduction on those countries supporting 
large military forces. Korea, Turkey, Taiwan, Pakistan, and Vietnam will 
suffer most from these cuts because 75 percent of defense support goes to these 
staunch allies. I can tell you that each country will have to face the disheartening 
alternatives of reducing the forces which are standing guard against growing 
Communist forces, or of permitting the economy of the country to be weakened. 
Which of these courses of action is to be followed in any case depends in large part 
upon an assessment mutually worked out with the country concerned of how such 
a retreat can be effected with least damage. We know that in Korea, this cut 
probably means that forces could be maintained, only if all progress in maintaining 
the economy were stopped and if we are prepared to face the risk of increased 
inflation. If, however, the choice were to continue some economic progress and 
to avoid the risk of an increasingly serious inflation, military strength would have 
to be reduced. 

In China, one choice is to eliminate assistance to railroad, harbor, and other 
transportation facilities so essential to military strength and economic health; 
assistance to power facilities needed to avoid a continued “‘brown out’’ of elec- 
tricity, and assistance to industrial projects which constitute a hope of ultimate 
self-support. The other choice is to reduce drastically the flow of commodities 
needed to maintain minimum living conditions and to prevent a severe inflation. 

In Turkey the choice is threefold: to reduce military undertakings below those 
considered vital to NATO security, to cut deeply into its development program, 
or to further irritate an already serious inflationary situation. 

In Pakistan, the cuts required by the House proposal would present an ex- 
tremely dismal picture. It is likely that the result would be some combination 
of further depressed consumption, decreased investment, and curtailed military 
preparedness. 

Vietnam would be confronted with a decision—whether to abandon all effort 
toward economic advancement, social progress, and price stability so essential to 
the consolidation by the Government of its recently won position or risk all of its 
gains against Communist aggression by allowing its armed forces to be decimated. 

Next let me discuss the reductions in the development loan fund. The House 
bill appropriates $300 million. This figure is inadequate to carry out the purposes 
of the fund. It would make it impossible to carry out the forward looking policy 
adopted by the Congress in establishing the fund. 
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These important facts should be emphasized in evaluating the action of the 
House. 

1. In fiscal year 1957, approximately $400 million was used in grants and loans 
for development activities comparable to those contemplated under the fund. 
In addition there were numerous requests for help in financing sound development 
assistance in fiscal year 1957 which could not be met because of lack of funds and, 
equally important, lack of authority to retain funds without a time limit so they 
could be set aside to encourage the development of such worthwhile projects. 
The House action would reduce the going rate of economic development aid by 
nearly 25 percent. 

2. There are many sound development projects which existing public lending 
agencies have not been able to finance alone and which would be appropriate 
subjects for financing from the fund, especially in conjunction with help from such 
agencies. 

3. One of the major purposes of the development fund is to stimulate private 
investment with all the benefits that it can bring to the less developed countries. 
Considerable amounts of private capital might be brought to bear on the develop- 
ment of the underdeveloped nations of the free world if the fund could—as 
intended—make direct loans to private entities or finance private, public, or 
quasi-public development banks in underdeveloped countries, to serve local 
small business and farmers and thereby help to develop a stable business com- 
munity in the private sector of the economies of these countries. However, this 
cannot be undertaken unless there is available some amount additional to that 
required to finance basic government facilities that are necessary if private invest- 
ment is to be encouraged. The cut to $300 million makes this impossible and in 
fact makes illusory any hope of doing more than the barest minimum for a limited 
number of countries. 

4. In order to avoid abandoning half completed projects or abruptly with- 
drawing from continuing activities, we had counted on using about $200 million 
of the fund for going projects not provided for in the newly defined defense 
support, nor in development assistance which no longer exists. In addition, 
because of cuts in defense support, and in special aid, certain projects will have 
to be eliminated from these accounts, many of which are continuing or uncom- 
pleted projects. These total $170 million. This when added to the $200 million 
means that, if all such requirements were to be met by the fund, there would be 
nothing left in the fund, under the House cut, to do any of the new things which 
the fund was designed to do, and that moreover, some unfinished or continuing 
projects might have to be abandoned. 

The particular result I most fear is that we could not, under the limitation of 
the amount set by the House appropriation, encourage the development of sound 
and responsible planning on the part of less developed countries. 

The basic concept of the fund was to give some assurance to these countries 
that their efforts in developing sound business practices would be rewarded with 
recognition and material help. This we cannot do when the money is only 
sufficient to meet the most urgent political necessities thus making it difficult to 
insist on full adherence to the conditions envisaged for the fund. The Secretary 
of State has already discussed the political effects of the failure inherent in the 
House reduction to implement the broad policy announced in the adoption of 
the fund in the authorizing legislation. 

Now let me say a few words about technical cooperation. I know of no 
program which has more fully captured the imagination and the wholehearted 
support of the American people than this program and no program that has so 
successfully laid the base for fundamental economic growth in the less developed 
countries. As is implied in the report of the House Appropriations Committee I 
do not believe that it was intended to cut back this program. The probable 
intent was to maintain it at the going rate. Since obligations in fiscal year 1957 
were $125 million it was apparently assumed that $125 million in fiscal year 1958 
would leave the rate of program activity unchanged. Actually this is not true 
for the following reasons: 

1. In fiseal year 1957 Spain and Yugoslavia were financed under defense 
support whereas for fiscal year 1958 they are included in technical cooperation. 

2. Three new programs are being intitiated this year including those for Ghana 
and Argentina. 

3. Two programs barely begun last year will have to operate a full 12 months 
in fiscal year 1958: Tunisia and Morocco; and 

4. Two programs which were suspended for a large part of this past year will 
have to operate a full 12 months in fiscal year 1958: Jordan and Israel. 


MUTUAL SECURITY APPROPRIATIONS, 1958 593 


For these reasons, and because we feel that a modest increase in this program 
is justified we believe the entire amount authorized, $151.9 million, should be 
appropriated. 

Turning finally to special assistance, I believe that no cut proposed has 
potentially more disastrous and far-reaching effects than this one. The reasons 
for this conclusion lie not only in the severity of the cut proposed—more than 40 
percent from the original request of $300 million—but also in the variety of 
important purposes which the funds sought are intended to serve. 

The practical and unavoidable consequences of such a reduction in terms of 
United States security are not difficult to forecast. First let us consider the $100 
million specifically programed portion: It will be necessary to reduce this to $60 
million. Except as these nations might eventually qualify for help from the de- 
velopment loan fund, this account represents the sole source of economic assistance 
for Israel; for Afghanistan and Nepal; for the three nations in Latin America 
which are most in need of special economic help—Bolivia, Guatemala, and Haiti; 
for Tunisia and dependent overseas territories in Africa which are approaching 
independence; and for Yugoslavia. It is also the only source of funds to finance 
programs to strengthen the civil police forces in a number of countries where the 
capacity to maintain internal security in the face of constant, extensive Communist 
subversion or actual Communist-inspired insurrection is directly dependent on the 
rapid development of better equipped and better trained internal security forces. 
It is the only source of funds to provide the estimated $10 million required to com- 
plete the program to aid Hungarian refugees, and it is intended to supply $19.4 
million of the $23 million required in fiscal year 1958 to launch the 5-year program 
to eradicate the scourge of malaria from most of the free world. Taken as a 
whole, the reduction would compel a cut of about 40 percent in funds available 
for these vital programs. I cannot tell you exactly where this cut would fall. 
Very difficult choices are involved but the changes compelled would probably 
necessarily mean, at the very least, the elimination of any aid for some countries; 
and either the abandonment of the malaria eradication program or its conversion 
to a very restricted malaria control program. 

Second, let us look at the $200 million proposed as an emergency reserve to 
meet contingencies. This is comparable in amount to the approximately $200 
million in unprogramed contingency funds specifically provided by Congress for 
fiscal year 1957. While this sum of $200 million was not used in its entirety 
during fiscal year 1957, its actual use was sufficiently great—in the neighborhood 
of $150 million—to indicate that a fund of this general level represents a minimum 
safe reserve. 

The House proposal, taking into consideration the cut in programed amounts, 
would compel a reduction in the amount of the reserve to $115 million. This 
amount is only slightly more than is required to cover known firm requirements 
which have emerged since the presentation was developed—for example, in the 
Middle East—leaving an amount for unforeseen contingencies that is so small as 
to be without precedent in the history of this program. This, I submit, is a very 
grave risk to impose upon the security of this Nation. 


GENERAL STATEMENT 


Mr. Houuistsr. I will summarize a good deal of that to save the 
time of the committee. 

The reduction proposed by the House will be interpreted in one of 
two ways. Some will say that this means the United States has 
changed its basic foreign policy, has renounced its policy —of supporting 
the security of this country through the collective action of the free 
world—by reducing drastically our assistance to the military forces and 
the economies of the countries in the free world. If this reduction 
were the beginning of a new direction in this necessary method of 
protecting the security of this country, the Congress ought to state 
this policy clearly and unequivocally so that the executive branch 
and other free countries could plan accordingly. I do not believe that 
this is @ proper interpretation of the House cut. 

Another interpretation which could be made, and I think this was 
the intent of most of the Members of the House, is that this reduction 
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represents no change in policy or in the general level of the program, 
but rather a directive to finance the program proposed by the executive 
branch by the use of the existing pipeline and by the greater use of 
local currencies generated under Public Law 480. 


DIRECT EFFECT OF CUTS INVOLVED 


I wish to direct my remarks to the two assumptions underlying 
this latter interpret ation implicit in this action of the House and close 
with a short review of what would be the direct effect of the cut 
involved in this action by the appropriation of $809 million less than is 
authorized by the Congress in the recently enacted mutual security 
legislation. 

First, as to the pipeline, Admiral Radford in his statement is dealing 
in detail with the pipeline on military assistance. As to the economic 
programs, including defense support, the pipeline of undelivered 
goods and services as of June 30, 1957, was $1.9 billion. In terms of 
spending time this covers a period of approximately 13 months. 

I wish to emphasize that the evaluation of the validity of the pipe- 
line should be in terms of time and not in the amount of money in- 
volved, that is, in terms of time it takes to accomplish certain material 
goals, for example, delivery of commodities, the completion of services. 

Let us take a graphic example: If we sign a contract with the Uni- 
versity of Michigan to carry out a certain technical assistance pro- 
gram in Pakistan, say in April of one year, to cover the forthcoming 
school year, it will take at least 17 months before the sum set aside to 
pay for this contract can be fully expended. This spending rate has 
been relatively constant for the past 5 years. 

It is patently clear that if we cut the amount to be made available 
for obligations during fiscal year 1958, it will mean, in a real sense, 
that the program itself is being curtailed. 


USE OF PUBLIC LAW 480 LOCAL CURRENCIES 


The second assumption which has been made about the mutual 
security program is that we can use Public Law 480 local currencies 
to a much greater extent and thereby reduce the amount of mutual 
security money necessary. There are Public Law 480 currencies 
that are available for activities related to the mutual security pro- 
gram. However, in general these funds will not take the place of 
the money we have requested which is needed to buy goods and 
services to introduce into the economies of the countries involved. 
They must be paid with dollars or other hard currency. We buy 
tanks, guns, planes, tractors, generators, raw materials, fertilizers, 
seeds, school equipment, industrial machinery, pay for surveys, hire 
technicians, train foreigners in the United States, and do a ‘host of 
other things, all of which have this one thing in common. They 
require dollars and cannot be obtained with local currencies. 

In addition to this very simple fact, there is another important fact. 

Many of the sales made under Public Law 480—which is primarily 
a program for the disposal of our agricultural surplus—are to countries 
such as those in Latin America and Europe in which we have no 
economic programs. In other words, they cannot be used there. 

In limited instances, Public Law 480 sales transactions together 
with the currencies generated have done and can continue to do those 
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things in those places which would have had to be done with mutual 
security funds. The effect of such transactions, however, has already 
been taken fully into account in our planning and programing for 
fiscal 1958. In other words, when we made our plans for the coming 
year we took into consideration everywhere that we could use Public 
Law 480 currencies, which we though might be available. 


DEFENSE SUPPORT 


In taking up defense support first, I want to point out that the require- 
ment of $175 million of surplus agricultural commodities, which we are 
required to use in this program, was closely figured on the availability 
of $900 million in defense support. Under the House figure of $621 
million flexibility in trying to meet the requirements of highest priority 
in the program will be creatly reduced since these surpluses are of 
limited use in the program. In other words, gentlemen, if we are 
still required to use $175 million of agricultural supluses on a program 
which has been cut $250 million or $275 million, you see how much 
more difficult it is to do what we should do with our defense support 
money. 

If you will look at the classified table which you have in front of 
you, the effects of the reductions will be seen. That is a confidential 
document marked “‘ August 16,” the first page of which, appendix 1, 
gives you in different countries what is going to happen, as we can 
tentatively program it, if we have to cut down the executive branch 
request for defense support down to what the House has now granted 
$621 million. 

I just want to point out that we have divided it into base supporting 
countries and those with large military forces and other countries and 
point out that the defense support plan for the five large countries 
was greater than the total amount now left. If we followed out that 
program it would mean that there would be nothing available for 
the other countries. 

DEVELOPMENT LOAN FUND 


Let me next discuss the reductions in the development loan fund. 
The House bill appropriates $300 million. This igure is inadequate 
to carry out the purposes of the fund. It would make it impossible 
to carry out the forward-looking policy adopted by the Congress in 
establishing the fund. 

These important facts should be emphasized in evaluating the 
action of the House. 

In fiscal year 1957, approximately $400 million was used in grants 
and loans for development activities comparable to those contemplated 
under the fund. 

Two, there are many sound development projects which existing 
public lending agencies have not been able to finance alone, and whic h 
would be appropriate subjects for financing from the fund—especially 
in conjunction with help from such agencies. 


STIMULATION OF PRIVATE INVESTMENT 


Three, and this is most important, one of the major purposes of 
the development fund is to stimulate private investment with all the 
benefits that it can bring to the less developed countries. Consider- 








596 MUTUAL SECURITY APPROPRIATIONS, 1958 


able amounts of private capital might be brought to bear on the 
development of the underdeveloped nations of the free world if the 
fund could—as intended—make direct loans to private enterprise or 
finance private, public or quasi-public development banks in under- 
developed countries, to serve local small business and farmers and 
thereby help. to develop a stable business community in the private 
sector of the economies of these countries. However, this cannot be 
undertaken unless there is available some amount additional to that 
required to finance basic Government facilities that are necessary if 
private investment is to be encouraged. The cut to $300 million 
makes this impossible and in fact makes illusory any hope of doing 
more than the barest minimum for a limited number of countries. 
Four, in order to avoid abandoning half completed projects or 
abruptly withdrawing from continuing activities, we had counted on 
using about $200 million of the fund for going projects not provided 
for in the newly defined defense support, nor in the development ds- 
sistance which no longer exists. In addition, because of cuts in 
defense support and in special aid, certain projects will have to be 
eliminated from these accounts, many of which are continuing or un- 
completed projects. These total $170 million, and when you add 
this to the $200 million we discussed above as continuing projects, it 
means that if all such requirements were to be met by the fund there 
would be nothing left in the fund under the House cut to do any of the 
new things which the fund was designed to do, and that moreover 
some unfinished or continuing projects might have to be abandoned. 


BASIC CONCEPT OF FUND 


The basic concept of the fund was to give some assurance to these 
countries that their efforts in developing sound business practices 
would be rewarded with recognition and material help. This we 
cannot do when the money is only sufficient to meet the most urgent 
political necessities thus making it difficult to insist on full adherence 
to the conditions envisaged for the fund. 


TECHNICAL COOPERATION 


Let me say a few words about the technical cooperation. I notice 
no program which bas more fully captured the imagination and the 
wholehearted support of the American people than this program and 
no program that has so successfully laid the base for a fundamental 
economic growth in the less developed countries. For reasons given 
in detail on this page of my full statement, we believe that the entire 
amount authorized, $151 million, should be appropriated. 


SPECIAL ASSISTANCE 


Turning finally to special assistance, I believe that no cut proposed 
has potentially more disastrous and far-reaching effects than this one. 
The reasons for this conclusion lie not only in the se verity of the cut 
proposed—-more than 40 percent from the original request of $300 
million—but also in the variety of important purposes which the funds 
sought are intended to serve. 

The practical and unavoidable consequences of such a reduction in 
terms of United States security are not difficult to forecast. First 
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let us consider the $100 million specifically programed portion. It 
will be necessary to reduce this to $60 million. Except as these 
nations might eventually qualify for help from the development loan 
fund, this account represents the sole source of economic assistance for 
Israel, for Afghanistan and Nepal; tor the three nations in Latin 
America which are most in need of special economic help—Bolivia, 
Guatemala, and Haiti; for Tunisia and dependent overseas territories 
in Africa which are approaching independence; and for Yugoslavia. 
It is also the only source of funds to finance programs to strengthen 
the civil police forces in a number of countries where the capacity to 
maintain internal security in the face of constant, extensive Commu- 
nist subversion or actual Communist-inspired insurrections directly 
dependent on the rapid development of better equipped and better 
trained internal security forces. It is the only source of funds to pro- 
vide the estimated $10 million required to complete the program to 
aid Hungarian refugees, and it is intended to supply $19.4 million of 
the $23 million required in fiscal year 1958 to launch the 5-year pro- 
gram to eradicate the scourge of malaria from most of the free world. 


SPECIAL ASSISTANCE TO LATIN AMERICA 


Senator SALTONSTALL. You do not mention anywhere this $25 
million of special assistance to Latin America 

Mr. Houutster. I am not mentioning it here because it was not 
included in the original request. In a position paper which was filed 
with you, we say if the Congress sees fit to give that, it would be very 
useful in Latin America, but it is not one of the points we are empha- 
sizing in this presentation. 

The House proposal taking into consideration the cut in programed 
amounts would compel a reduction in the amount of reserve to $115 
million. This amount is only slightly more than is probably required 
to cover situations which have emerged since the presentation was 
developed, for example, in the Middle East, leaving an amount for 
unforeseen contingencies that is so small as to be without precedent in 
the history of this program. This, I submit, is a very grave risk to 
impose upon the security of this Nation. 

Chairman Haypen. Senator Ellender, do you desire to ask any 
questions of the Secretary or the Admiral? 

Senator ELutenprer. Mr. Chairman, I realize we cannot do too 
much in just about an hour or an hour and a half. I was prepared to 
present figures to the committee today but now I will save them for 
the markup. I will simply try to gloss over a few items with the 
witnesses. 

EXCERPT FROM PRIOR YEAR HEARINGS 


Admiral Radford, last year when you appeared before this com- 
mittee, you used practically the same language that you used today. 
I quote from your statement. 


Mr. Chairman, I would like to say there is little I can add to what the Secretary 
of State has said. I do not know how the Joint Chiefs of Staff can divide up a total 
of $1,735,000,000; when the program originally was submitted it was for $3 
billion. We are going to have a great deal of difficulty and it will take us probably 
in the neighborhood of 6 months to finalize a new program, and that, in itself, 
will have an impact all around the world. Now, in my opinion, the latest Com- 
munist peace offensive was designed to bring about action of this kind in the free 
world. In other words, the Communist leaders hope that this peace offensive 
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will result in the parliaments and Congresses of the free world reducing appro- 
priations for military purposes. They could not be more happy about any 
single action than a reduction of the amount that is conte mplated in here. It 
plays right into their hands. 

Senator ELLenpeR. Is that an assumption of yours or do you know it as a 
matter of fact? 

Admiral Raprorp. It is an assumption, and I think it is a pretty good one, 
I told this committee in 1954 that in my opinion our military-aid program was 
going to require annual expenditures of between 3 and 3% billion dollars for an 
indefinite period. The last 2 vears we have requested lower appropriations because 
we were working down the unobligated balances. 


REQUEST FOR REAPPROPRIATION 


Senator ELuenper. Now, Admiral Radford, I would like to ask 
you, sir, why is it that although the Congress made available to you 
last year not the $1,735 million, but a total of $2,213 million, vou were 
only able to obligate $1,674,200,000? Will you tell us that? 

Admiral Raprorp. Yes, sir, I will be glad to. Senator, at the time 
we were appearing before you last year we were making a survey to 
insure that our administration of these funds was correct, and I believe 
the committee knew that that survey was in progress. The $500 
million unobligated balance—$538 million—which the President 
reported to the Congress about 6 months ago resulted from a thorough 
analysis of the content of the military-assistance program as it related 
to the operating requirements for the allied forces which we were 
assisting. I am sure that I do not have to remind this committee that 
the changes in the political, military, and economic atmosphere any- 
where in the world may cause adjustments in our program. There 
are also the adjustments necessitated by changes in weapons systems. 


We keep this program under continuous review and, as political 
balances shift and technological advances occur, the necessary 
corrections are made. 

Now, as I understand it, we could have reserved or obligated this 
balance and not reported it and kept it for the next year. The ques- 
tion was whether we should report the $538 million and ask to have 
it reappropriated or to go ahead and obligate it in a hurry. 


FUNDS PLACED IN RESERVE 


Senator ELLENDER. I agree with that, Admiral Radford. But if 
vou had done that, sir, you would have simply increased the amount 
of unexpended balances that vou can shift from here to there and 
yonder. The record shows that of the $4,380,594,000 that vou have 
unexpended, $2,569,176,620 of that amount can be shifted wherever 
you desire. It is simply put in reserve and not obligated as such. 
What do you have to say about that? 

Admiral Raprorp. Senator, it is not quite as simple as that. 

Senator ELLENpER. Those are the facts presented to us, Admiral 
Radford. 

Admiral Raprorp. We have commitments for this money. We 
bave programs. We go around and talk to these military people 
around the world. We make promises. 

Senator ELLtenperR. Yes. The point I am trying to make with you 
is that you have unexpended at the moment $4,380 million plus. 
You have firm contracts for $1.8 billion while $2.5 billion is held i 
reserve. Youcan take the $2.5 billion and shift it wherever you desire. 
That is the point I am making with you, sir. 
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Admiral Raprorp. We cannot. These funds you speak of are obli- 
gated (except for the $538 million) but unexpended. We are not in 
a position to shift funds in the pipeline as easily as that, Senator. I 
can read this part of the other statement which I did not read. 

During the period we have been providing military assistance to 
our allies, it has been necessary to procure items of equipment which 
have varying lead times for production and delivery. The accumula- 
tion in programs of long-lead-time items has caused the creation 
of a pipeline. The contents of this pipeline vary from missiles and 
their associated equipment to the more conventional items such as 
vehicles and spare parts. The pipeline appears in the presentation 
made to you by the Department of Defense as unliquidated obligations. 


TOTAL AMOUNT OF FIRM CONTRACTS 


Senator ELLENDER. Just a minute, Admiral. That is not exactly 
correct. The $2.5 billion that I speak of is money that is not obligated. 
It is just put in reserve for future use and that amount, as I understand 
it, can be shifted from one country to another if you desire to do so. 

Senator KNowLanp. Mr. Chairman, at that point, because I 
think it is necessary and important for this committee and the Senate 
to understand this, you do have as the Senator from Louisiana says, 
certain obligations and contracts where they are firm. But is it not 
true, Admiral, that you also have commitments and programs that 
have been outlined? While technically you could shift what you had 

lanned for Korea to Turkey, it would mean that you would have 
is in Korea when you put more in Turkey. So that is a basic 
problem. You may not have signed the contract in the sense that 
vou have a firm contract, but you do have a program. What has 
happened, as I understand it in this House figure, is to take Korea, 
where you have a 150 mile battlefront, in effect, because they are 
looking down over the muzzles of their howitzers and guns, the House 
cut in defense support and military support is about 30 percent. It 
would be considered a catastrophe if the Communists could wipe out 
seven Korean divisions. But what in effect you do is wipe out 7 divi- 
sions in Korea at a point where the Communists have been building up 
their forces north of the 38th parallel. They can transfer the defense 
support or military items to some area of the world but to do so you 
would obviously have to take out from some other areas of the world. 

Senator ELLenperR. Mr. Chairman, we are going to reserve the 
discussion for a later time. There is $1,488,000,000 in the Western 
Europe pipeline. As I pointed out on the Senate floor, a good deal 
of it can be shifted to other areas of the world. 

Admiral Radford, have you any idea of the amount of money that 
the military and the ICA will have to spend as of June 30 of this year 
if the House figures are adopted. 


NEGOTIATION OF PROGRAMS IN ADVANCE 


Admiral Raprorp. Senator, before I answer that question—and I 
might say I would have to get the exact figure from my assistants, 1 
would like to tell you that we do not have the flexibility that you 
indicate in this reserve fund. We are negotiating programs that 
extend about 3 years in advance just as we have to do for our own 
military programs. We are not on a year-to-year basis in the Depart- 
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ment of Defense, ourselves, and we are not on a year-to-year basis 
with our allies. We do not know exactly where we are going to put 
this money. But we are negotiating with various allied departments 
of defense and military people and we do have these planned for. 

Senator ELLENDER. You do not know where to go. You do not 
have any contracts with them? 

Admiral Raprorp. We do know. 

Senator ELLENDER. The amounts requested, in my humble judg- 
ment, are more or less picked from the air. There is no advance 
determination made. 

Admiral Raprorp. That is not correct. That is just not correct. 

Secretary Duties. Would you yield a moment to me, Senator? 

Senator ELLENDER. Surely. I want to say, Mr. Dulles, that I 
realize that neither you nor Admiral Radford can carry these figures in 
your head. 


IMPACT ON POLITICAL RELATIONS WITH ALLIES 


Secretary Duties. I want to tell you something that does not 
relate to figures, but I think bears on this thing. What I am con- 
cerned about is the impact of this thing on our political relations with 
our allies and what they think about us. 

Senator Ettenper. You said the same thing last year. 

Secretary Duties. Yes, and I was right. 

Senator ELLeNpER. You are repeating the same argument about 
the terrible effects. 

Secretary Duties. That is right. 

Secretary ELLENDER. It has not up to now. 

Secretary Duties. It has, yes, sir. 

Senator ELLenpER. How do you account for the statements of 
Admiral Radford and General Twining, made only last week, that the 
potentials of war have been removed, but they advise that we per- 
sonally, in this country, keep strong, as a deterrent. I believe in all 
of that. How do you account for that? I think there has been a 
change. 

Secretary Dutuses. As I said in my statement, if it is the con- 
sidered judgment of Congress that the “danger of war is past, that we 
don’t need this system any more, that is a very major policy decision 
to be taken, certainly a very serious decision to be taken by Appro- 
priations Committees as against the judgment of the President and 
the Joint Chiefs of Staff and of the authorizing committees. 

I wanted to say this, Senator, which is a practical answer, I think, 
to your question. I do not know, as you are good enough to concede 
that I do not have to know, all the details about this ac counting thing. 
To me it is a maze and mystery. What Ido knowis this. I go to the 
meetings of NATO, I go to the meetings of SEATO, I go to Korea. 
They feel very very strongly that they are not getting modern types 
of weapons which they need to meet the forces that are opposed 
against them. I know when we come back and I go to the Defense 
Department and the Joint Chiefs of Staff, and the Bureau of the 
Budget, and present those requests, what they say to me is we have 
not got the money to do it. I do not believe they are holding out 
on me and the President. There is no reason why they should. 
Throughout all this maze there comes back one inescapable fact 
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which is that I know that as far as the handling of this thing by the 
State Department is concerned, and our political relations are con- 
cerned, we are told that there is not the money to give these people 
the weapons which they think, and which are, perhaps, necessary to 
match the weapons that are across the border. 

(Discussion off the record.) 

I want to say to you that whatever the answer is to these questions 
of a technical nature which you are putting to Admiral Radford, the 
fact of the matter is, which I have to judge from the political responsi- 
bility standpoint, that when you deal with our NATO, SEATO 
allies, Korea, we are met by continuing feeling and increasing feeling 
on their part that they are not getting the stuff which they need to 
do the job which we are expecting them to do. 

Senator ELLENDER. Mr. Dulles, I wish to say, sir, that I got that 
same information from the battlefield. I went to Korea 2 years in 
succession and I got the same thing. If you listened to Sighman 
Rhee, there would not be enough money in our Treasury to assist 
him. I know what I am talking about. 


UNOBLIGATED FUNDS 


Let me say this, before I finish: As of June 30, 1957, there is in the 
pipeline for military assistance, $4,380,594,000. I pointed out, of 
this huge sum, $2,500 million is in reserve. The defense support 
pipeline aggregates $1,288,196,000; development assistance, $217,- 
851,000; technical assistance, $173,913.000; and other programs, 
$144,130,000, or a total of $6,304,684,000. 

If the House bill is adopted as presented, you are not going to get 
in new money, as the papers have said, and as some of your people 
have said, $2,524,760,000, but you are going to get $3,191,810,000, 
for the simple reason that we are reappropriating money that you 
could not obligate in 1957 and that we made available to you in 1957 
at your request amounting to $667,050,000. 


SPECIAL COUNTERPART FUNDS 


In addition to that, you have special counterpart funds that have 
not been spent, and I found them in Western Europe and all over 
southeast Asia, amounting to $1,062,955,000. 

The Public Law 480 funds to be used by ICA amounts to $1.5 
billion. When all of these amounts are considered the total aggre- 
gates approximately $11.4 billion. That does not include the money 
to be made available by the Export-Import Bank and the World 
Bank during fiscal year 1958. During fiscal year 1958 these banks 
plan to make loans amounting to $1.1 billion. 

Mr. Ho.uister. Senator, it might be fair for me to point out that 
when you call them dollars, they are not dollars. Several billion of 
the money you call dollars is not dollars. 

Senator ELLENDER. It is counterpart funds. 

Mr. Houuister. You say they are dollars. I merely point out that 
it is not fair that this committee have the idea there is that much 
available in dollars, because dollars are important. 

Senator ELLENDER. How much of this huge amount is not dollars? 

Mr. Houutster. Of the totals you put in, several billion. 
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Senator ELtenpur. The Public Law 480 may not be dollars. 

Mr. Houuister. Nor are counterpart funds. 

Senator ELLenper. It is counterpart funds generated in the same 
manner as the old ECA plan. 

Mr. Ho.utster. All I said is that it is not dollars. 

Senator Ettenpmr. Of course, I did not say they were dollars. 

Mr. Houutster. You did. 

Senator ELLenper. [ said special counterpart funds, amounting to 
$1,062 million. 

Mr. Houtister. Then you added up with a total of $11 billion. 

Senator ELLenpER. These funds can be used by ICA for aid pur- 
poses. 

Mr. Hotutster. But they cannot convert them into dollars. 


USE OF COUNTERPART FUNDS TO PAY SOLDIERS 


Senator ELLENpDER. No; but you do not pay the soldiers in South 
Vietnam with dollars. You pay them with counterpart funds, with 
their own money. That is what you do. 

Senator Cuavez. What do they pay them in Spain? Pesetas or 
dollars? 

Senator ELuenpeER. Pesetas, of course. The special counterpart 
fund that has accumulated over the years, aggregating over a billion 
dollars, that money can be used to do some of the things you say are 
necessary in Korea, to pay those soldiers and to buy food locally 
for them. 

Secretary Duties. You cannot use counterpart funds made 
India to pay soldiers in Korea. 

Senator E.uenprer. No. You do not use counterpart funds in 
India for the soldiers. You know that, Mr. Dulles. 

Secretary Duties. You included that in your figures. 

Senator Etuenprer. I did not specify the countries, Mr. Dulles, 
that is true. I am talking about the foreign program as a whole. 
That is what I am talking about. 

Mr. Houutster. I am trying to point out when you talk about 
that——— 

Senator ELLtenper. We do not have time this morning, but I will 
have the figures furnished by you available at the markup. 

Mr. Houuster. Y es, sir. A great deal of that money may not be 
spent along the lines you indicate because it is in the wrong place or 
does not do the thing you want to do with it. 

Senator ELLENpER. You can shift some of this money and that is 
what you ought to do. 

Mr. Houutster. We do that where we can. 

Senator ELLENDER. You ought to do a little more. 


REDUCTION IN UNEXPENDED BALANCES 


Senator SatronsraLty. Mr. Chairman, may I just try to bring out 
what I think, in fairness to what Senator Ellender said, some of the 
facts as I see them? The unexpended balances have been gradually 
reduced. The unexpended balance of military assistance and total 
mutual defense, which are the two most important items, at June 30 
of this year, was $5,549,790,000, as given to me by Mr. Murphy on 
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Saturday. I think those figures are correct. If the President’s re- 
quest is carried through, the figures at the end of the next year, June 
30, 1958, will be $3, 661 million, and if the House action is carried 
through will be $4,245 million. 

Three years ago, as I understand it, that unexpended balance was 
nearly $10 billion. It has been gradually reduced so that if the 
President’s program is carried through it will be $4,600 million in 
round figures at the end of next June. 

Mr. Houuisrer. That is the mutual defense part of it. 

Senator SALTONSTALL. Yes. 

Mr. Houutster. That is correct. That includes that half a billion 
that we have been discussing which was not obligated this year, and 
which we are asking for reappropriation. 

Senator SatronstTatL. That was going to be my next question; the 
unobligated funds at the end of this year in military assistance were 
$538,800,000. That was reappropriated. That was requested to be 
reappropriated, am I correct? 

Mr. Houutsrer. Yes, sir. 

Senator Satronstauu. In the technical cooperation, the unobli- 
gated balance at the end of this year was $12 million; is that correct? 

Mr. Houuister. Yes, sir. 

Senator SaALTonsTALL. Whereas the unexpended balance was $165 
million. In other words, out of $165 million, all but $12 million was 
programed or obligated in one form or another. On special assistance, 
the unexpended balances at the end of this year, June 30, 1957, were 
$42,319,000, of which only $4,646,000 was unobligated. On ae tually 
the unobligated funds, excepting the large amount of $538 million 
which have been asked to be reappropriated was down to well under 
$100 million? 


IMPORTANCE OF 





RESERVE FUNDS 











Mr. Houuister. May I make a short statement there. 
[ have felt since | have been administrator of this program that 
to come up to the last day of the vear and have every cent o prwerae 
indicates that what we are trying to do is spend every cent tha 
Congress has appropriated. I have felt that it is better chehilanaa 
tion to have a slight reserve and obligate what you should obligate. 
Just because you have a little left at the end of the year you should 
not be blamed for it. It seems to me it should be a matter of con- 
gratulation to conduct the program in such a way that you have a 
little surplus at the end, rather than as we could—dash into activity 
and in the last few weeks of the vear obligate everything we have 
available. 

it does not seem to me that certain minor unobligated balances are 
an indication of the fact that too much was appropriated but rather 
that in a complicated program of this kind, you have to have certain 
reserves. If you don’t use up the reserves completely, vou are doing 
a better job than if you dash out at the last minute to obligate every- 
thing you can. 

Admiral Raprorp. I am certain that we ean explain why we have 
these balances which Senator Eliender says we have complete freedom 
to use and I say we do not. 
Here is what happens to us. 
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OBLIGATING 





PROCEDURE 


First of all we can’t promise anybody any equipment until we have 
appropriations from the Congress to back it up. We can’t go out 
and say we are going to think about giving you some guided missiles, 
or new aircraft or anything until we actually get an appropriation. 
Then we have to negotiate with various countries to see whether they 
can absorb the equipment and whether they will do their part in 
getting ready to receive it. We just don’t say as of this year or next 
year we are going to give you 50 new jet airplanes. We have to in- 
vestigate all around the world on a broad basis, the ability of specific 
countries to take and use those airplanes efficie ntly. 

The Joint Chiefs make recommendations on that to Mr. Sprague 
(Assistant Secretary of Defense, International Security Affairs). 
Then on the basis of our recommendations for specific programs, 
Department of Defense representatives start negotiating with the 
countries concerned to see, for instance, whether they are willing to 
spend their money for any new installations that may be required to 
handle the specific items; any training that may be required, often in 
their own country; if they will change their personnel programs to 
hold men longer in the service so they will be able to make good use of 
them, and so forth. In the case of guided missiles, they may have to 
agree to acquire certain real estate, which also takes time in most of 
these countries. 

So very often, we will set aside a certain amount of money to cover 
what we want to give this or that country and then we go into these 
negotiations which may last a year and a half, or 2 years. 

Now, the complaint we hear all around the world is that our allies 
do not know what to plan on. In every one of these countries, they 
have large defense budgets. What they would like to know well in 
advance is how much are we going to contribute and in what way are 
we going to contribute so that they can plan ahead just as we do about 
3 years. If they had this information in advance they could take 
part of their money and put it into the getting ready to receive equip- 
ment which we may promise to them 

Sometimes they have their own funds frozen, so that they can’t 
agree to make something when we have it ready to give to them. 

Senator CHavez. What countries of the so-called free world are 
willing to do that? Can you tell the committee that now? 

Admiral Raprorp. Practically all of them are willing to do it, but 
they have difficulties in adjusting their own defense budgets. 

Senator CHavez. So we have to furnish the money today. 

Admiral Raprorp. I am talking about this equipment that we 
give them. They have to get ready to accept it, and we have to be 
assured that the *y are going to be ready. We don’t want them to take 
these guided missiles ‘and not take care of them, and not be able to 
use them. 

We can’t give them advanced types of aircraft, and not have their 
mechanics trained to take care of them. We do not send complete 
crews to take care of these aircraft. 

There is no point putting advanced equipment in a country that 
is not ready to to receive it. 

So these negotiations take a long time. If they break down, and 
they say, ‘Well, we can’t take it,”’ or we say, ‘‘You are not going to be 
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ready to take it,”’ then we might be able to give the money to somebody 
else. 

Nevertheless, we are in a vast program all around the world, adjust- 
ing and negotiating and trying to get the most for the money for the 
free world strength. We are trying to do the best job we can. 


ONE-YEAR LIMITATION ON FUNDS 


Senator Satronstauy. To that line, Admiral Radford—I suppose 
pretty soon + am going to call you Mr. Radford—but, Admiral Rad- 
ford, we have put in every year in ,the Senate the words, “Until 
expended,”’ instead of a 1-year limitation. 

Now, the l-year limitation resulted in $538 million being reappro- 
priated. 

For the reasons you have just stated, it is very important from 
your point of view to trv to get this money in “until expended.” 

Admiral Raprorp. I think so. 

Senator SALTONsTALL. Here it is the Ist of September, almost, and 
then you have to take what the Congress gives you and adjust it to 
the various countries, and then go out to those countries and say, 
“Here is what we think we can do with the money that is available 
to your country,” and then get their understandings, and then come 
back here and spend that money here—85 percent of it being expended 
in this countrvy—and then shoot it out. 

So that when my distinguished colleague, without going into figures, 
says that this money can be moved around a bit, it is committed. 
We have made an understanding, we will say, with Korea, or with 
Formosa, to give them X funds, or X airplanes, and that may take 
18 months before they get the airplanes; am I correct? 


RUSSIAN PRACTICES 


Admiral Raprorp. That is correct. Another thing that happens 
is this: We don’t do what the Communists do, we don’t pour arms 
into these countries that can’t take care of them. This they have 
done and are doing. They are pouring arms into certain countries in 
the Middle East, and the armies and the air forces primarily of those 
countries are not able to handle that equipment. But they don’t 
care; they are getting the effect of the aid. They are making the 
impression on the people. They will send unlimited numbers of 
Russians in to take care of and operate the equipment, to fly the 
planes, and man the tanks, or anything else. That is if these people 
will let them do it. 

They are doing that. 

Senator ELLENDER. Will you be specific? 

(Discussion off the record.) 

Senator ELLeENpeER. That is recently, just the same as the British 
have been doing in Oman. 

One thing brings on another; is that not true? 

Admiral Raprorp. The British have not been doing it in Oman 
at all in the Russian manner. 

Senator ELLENDER. They have started a little to help the Sultan 
there. 
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Admiral Raprorp. They feel they have an obligation to do it, and 
[ suppose they don’t walk out on protectorates easily. 

Senator ELLENDER. | have long since concluded you can’t expect 
the Russians to remain quiet when we go into that area and spend 
millions of dollars. Would it be natural for them to keep quiet? 

Admiral Raprorp. You can’t expect them to remain quiet, period, 

Senator ELLENDER. That is what I say. In other words, it is some- 
thing that has been agitated by us. 

Admiral Raprorp. Oh, no. 

Senator SALTONSTALL. Most cedars I waited while the Senator 
was going through, and | would like to ask about three more questions, 
so as to have an orderly line, and then I would appreciate it because 
I am almost through. I am not going into the money at all. 

Now, I have brought up the question, “until expended.” You 
gave me the reason for that. 


EFFECT OF HOUSE PROVISO 


Now, there is another language provision in there that I would like 
to bring out. 

The House bill has that not more than 20 percent may be obligated 
in May and June. What is the effect of that, if you wish to say it 
briefly, Mr. Hollister, or Admiral Radford, if you wish to add any- 
thing to what you have already said? 

Mr. Houutster. I will answer that. The trouble with these regu- 
lations about making us obligate within a certain length of time when 
we are trying to do some careful planning—and this applies equally to 
the military or to the economic areas—is that in order to keep your 
money from lapsing, you are compelled to go ahead and obligate fre- 
quently before you have had a chance to “plan completely with the 
country in which you are working, or to engineer adequately the 
project that you are involved in. 

It means that you are looking over your shoulder at the calendar, 
and you can’t do the kind of job you could do if you only had a 
little longer to obligate your money. 

Senator CHavez. Why wait until May or July? 

Mr. Houuister. Because you never know in what shape you are 
going to be. That is, until the Congress gets through with the appro- 
priations, you can’t make any obligations. 

Senator Cuavez. But you are always waiting, I have noticed it in 
the military expenditures. That is, in May and July they put a lot 
of obligations. 

Mr. Houuister. You are making the same criticism of me which I 
made when I first came into this. We are trying our hardest. 

Senator Cuavez. I have faith in you and I want you to do it. 

Mr. Houuister. I want to do some planning before we get ito the 
summer lull and the fall work, but you can’t do very much of it. 
You cannot go to these countries, and start talking to them about a 
program unless you are pretty sure you are going to be able to have 
the money. They have their problems, and they have their legis- 
latures that have to meet, and they have their finance ministers that 
have to make up their budgets. We can’t go and start talking to 
these people and make promises to them unless we know we have 
our money. If we don’t know we have our money, until the end of 
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August, that means we have to start all of our negotiations in the 
fall, and it means that before you can get into the obligation stage it 
is almost the turn of the vear. 

That means that we only have January and February and March 
and April, under this April 30 rule, to commit the great majority of 
our money. It is too short a time ‘and, in my opinion, the Congress 
has forced upon us a wasteful proc edure. At the same time that one 
committee of Congress puts these regulations on us, by making us 
obligate in that time, another committee of Congress criticizes us 
because we don’t plan carefully enough in doing our obligating. 

Senator Cuavez. There is only one committee that can give you 
the money, and that is this committee. The other one—— 

Mr. Ho.utster. We are trying to make clear to the committee why 
we don’t want to be held down to that kind of a restriction, because 
we don’t think that we are going to spend the money properly unless 
we are given a longer time to plan our obligating. 

Senator SaLronsTaLu. I would like to ask Mr. Dulles this question. 


SPECIFIC APPROPRIATIONS FOR SPECIFIC COUNTRIES 





There are two countries that | think are specially mentioned in the 
House bill: $10 million for Guatemala and $40 million for Spain. 
I know that you feel that we should not mention special countries. 
Could you give the reasons for doing so, or for not mentioning special 
countries? 

Secretary Duties. If you are going to get into the practice of 
legislating in terms of special countries, that is going to lead increas- 
ingly to the development by every country beneficiary of this plan of 
the kind of a lobby designe X to promote aid to it. There is going to 
be pulling and hauling and I don’t think it is a dignified or proper 
procedure to have this program operate in terms of specific appro- 
priations for specific countries. 


NEED 





FOR FLEXIBILITY 





You can talk about flexibility. Of course, all of your flexibility 
goes right away as quickly as you begin to have that feature in it. 
The flexibility as Admiral Radford points out is not unlimited by any 
means because of the necessity of planning ahead, and getting coopera- 
tion in terms of appropriation by other countries to their part of the 
cost of this business. 

As Admiral Radford pointed out in what I think is a very clear and 
admirable statement, if you are planning to give planes to a country 
it has to provide the technicians and the training of them and the 
length of service sufficiently required, and you have to have runways 
long enough to handle the planes, and they have to have mechanics, 
and so forth. 

That requires a substantial expenditure of time and delay. Mean- 
while your money is in suspense. 

On the other hand, if it breaks down and they don’t do their part 
of the bargain, then you can shift. But once you begin to appropriate 
specifically in terms of $40 million for this country and $50 million 
for that country, vou are going to develop, if that is carried to a limit 
with everybody, particularly lobbying operations here on behalf of 
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different countries and you are going to destroy your flexibility 
entirely. 





SPAIN AND GUATEMALA 


Senator CHavez. What is the matter with Spain and Guatemala? 
Secretary Duties. Nothing is the matter with them. 
Senator CHAavez. We gave them — last year, and now you 
come in with ———— for Spain this year. What is the matter? It 
is the only country in Buhne that we didn’t have to beg to make an 
agreement with, is that not right? 

Secretary Du LLES. We came in here and requested aid. It is the 
House bill which states $40 million for Spain. 

Senator CHavez. You made an agreement with Spain only, and 
vou didn’t have to ask England or France to make an agreement. 
They gave us areas, and the American military are flying now the 
runways In some provinces there, and you are flying out of Sarragossa 
and Madrid and other places. 

What is the matter with that? 

Secretary Dutuzs. There is nothing the matter with it. 

Senator Cuavez. What about Guatemala? Will you give us your 
definition of a free country? What is the free world? 

Secretary Dutuns. In the context of which we are talking now, a 
free country is a country which is not dominated by international 
communism. 






































UNOBLIGATED AMOUNT IN ASIAN FUND 


Senator SarronstTaLLt. May I ask two more questions, if you are 
through? One of them is this: Senator Ellender gave me a little : slip 
saying the Asian fund had $93 million not obligated. What is the 
story on that? I have not seen that broken down. 

Mr. Ho.utstrer. The Asian fund, Senator, was given on a 3-year 
basis. Again I feel that we should not be criticized for not having 
obligated it before studies have been completed. There should not 
be that criticism, it seems to me. 

We had 3 years in order to do this obligating, and we are now in 
shape where most of it is pretty well planned ‘for the coming year. 
We have tried to limit it to regional activities. That is because we 
felt it was what the Congress originally expected the fund to be used 
for, judging by the congressional history. 

It is important to plan these regional activities so that several 
countries can be helped at one time. It not only helps them all but it 
brings these countries together in a way which is very much needed. 
It has taken some time to do that. 

I could give you, if you cared to have me, a memorandum on 
those countries with the activities tentatively planned for the coming 
vear. Most of those funds are now pretty well planned. 

Senator SatronstaLt. Would vou be able to get us that memo- 
randum by this afternoon? 

Mr. Houutsrer. I would think so; yes, sir. We can get it up in 
an hour. 

(The memorandum referred to was supplied to the committee.) 

Mr. Houuister. I could ceive some of it to you possibly now. We 
have this nuclear center in the Philippines, which is set for $20 million, 
end we have tried to work out between Pakistan and Afghanistan a 
highway, and perhaps a railway which we believe will be most useful, 
and a few things of that kind. 
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ASSISTANCE 





TO 





YUGOSLAVIA 


Senator SarronsTaLu. There is always a question about Yugo- 
slavia. It is my understanding, just to make it perfectly clear, that 
there is no new money for military assistance in this bill for Yugoslavia. 
There is some carryover of approximately ———, if I read the figures 
correctly. So far as defense support is conedrned, the President 
reque sted in the congressional presentation of $100 million, Yugoslavia 
would get —-——-. That of course would be cut down if the House 
program of $60 million was carried out. 

Could you check those figures? Are those figures correct? 

Colonel Crirz. For the military portion there is of new 
money in the proposal which we put into the Congress. It is only for 
maintenance items, and no hardware—by that I mean no planes, 
tanks, or anything of that sort. It is spare parts for the equipment 
which we have previously provided. 

Senator SALTONSTALL. Out of the military assistance, there is 
- - included for Yugoslavia? 

Colonel Crirz. That is correct. That is for maintenance only, 
and no major items of e quipment. 

Mr. Houuister. There is none in defense support. But in the 
so-called special assistance fund, we have tentatively programed ——-— 
million for Yugoslavia. If you will remember, we pointed out that 
of the $300 million we originally asked for, about $100 million had 
been tentatively programed for the coming year, leaving $200 million 
in reserve and emergency funds. There was ——-—— million for Yugo- 
slavia in that $100 million. That will have to be substantially cut 
down. 
POLICY 





OF 





MARSHALL TITO 
Senator KNowLanpb. Since the question has been raised and that 
there be no misunderstanding so far as my position is concerned, I 
still believe that is — - too much. I hope that somebody cuts 
out and sends over to ICA and such departments as would be sending 
these funds, the most recent picture of Marshal Tito embracing 
Ho Chi Minh, and also the record that Yugoslavia has had in the 
United Spa | think almost without exception voting against us 
on every matter of foreign policy. I think there are very rare excep- 
tions ais there has been a change on that situation. 

Also, I note the fact that Tito has in jail one of his former colleagues 
who tried to exercise a little freedom. 

Senator SALTONSTALL. Thank you, sir; that is all. 

Chairman Haypen. Are there any other questions? 

Senator Hotuanp. I would like to ask Mr. Dulles a question. 

Since the submission of your case for the authorization bill, has 
there been any substantial change in the picture justifying either 
reduction in our plans or an increase in our plans? 


DEVELOPMENTS IN 





SYRIA 





Secretary Duturs. I would think rot, Senator. There have been 
developments but they have not been wholly unforeseen or not in 
contemplation at the time that the authorization bil! went into effect. 
Of course, there are the developments in Syria. 
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Senator Hotiann. If I understand you, you do not feel there has 
been any substantial change for the better that would justify our 
reduction of the program as long debated by both Houses and finally 
approved in a compromise figure and only the other day submitted 
to be signed by the President, is that correct? , 


SOVIET FOREIGN POLICY 


Secretary Du uss. That is absolutely correct. In my opinion, 
Senator, everything that has happened is consistent with the fact 
that the present rulers of the Soviet Union as far as their foreign 
policy is concerned, are as ruthless as their predecessors were, or as 
Stalin was. I believe there have been some changes internally as a 
result of pressures, and not because of a desire to be more liberal but 
because they are up against a situation there where with increased 
education and the like it is impossible for them not to make some 
changes in the direction of giving more personal security and a little 
more freedom of expression, and so forth. 

As far as foreign policy is concerned, it is consistently ruthless. 
There are few episodes in history as ruthless as the Hungarian sup- 
pression, or as malicious and mischevious as the activities which are 
being conducted in the Middle East, where instead of seeking settle- 
ments of the problems that distress that area, there is every oppor- 
tunity taken to exaggerate the situation and make it worse. 

Certainly the leopard has not changed his spots. 

Senator HoLtanp. Mr. Chairman, I ask these questions for this 
reason, if I may say so briefly: This is the only field in which we have 
apparently paid little attention to our authorization when we get to 
appropriating. Considering the fact that the authorization comes 
just a few days ahead of the appropriation in each case, it seems to me 
that there is little occasion for us to rehash all of the matters which we 
have threshed out in committee and on the floor of the two Houses and 
in conference just a few days ago. 

The point I am now making is that I think that we are tending to 
render ourselves rather ridiculous if we reargue all of the merits of 
every item when we come to the appropriation. 

Let me say one more thing, and then I will be through: Mr. Secre- 
tary, what I have said just now may be regarded as being an approval 
of your position. I want it very clear that I haven’t always been, and 
I am not now, on some of the matters. 


ASWAN DAM PROPOSAL 


For instance, the opposition that you had from this Appropriations 
Committee, and I think it was probably in large part by myself last 
year to the Aswan Dam proposition, in no sense called for any abrupt 
or troublemaking, or justified any abrupt or troublemaking cessation 
of negotiations. 

You remember, Mr. Secretary, that the only commitment we asked 
you to make, and what you did make to us, was that vou would come 
back to us in the event vou proposed to go ahead with the Aswan Dam 
proposal. That was the only commitment that we asked of you. 

The point I am trying to make now is that I think that we should 
have the right, and I hope that vou will accord us the right, to express 
our own opinions. We are certainly going to do it. That is on the 
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fundamental propriety of things that you propose to do without push- 
ing you into or hastening you into things that manifestly are too hasty 
and too unwise to be justified certainly if they look to what we have 
done here. 

I would hope that anything that we say around the table here would 
never be construed so as to again bring hasty and what seems to me 
like intemperate action, such as occurred in the Aswan Dam matter. 


ACTION OF EGYPTIAN GOVERNMENT 


Secretary Duties. Could I say that obviously the feeling of the 
Congress, it was not just a feeling of this committee, but it was a 
feeling which penetrated the whole Congress about that matter, was 
taken into account. As far as the precipitation of action is concerned, 
so-called, the United States was quite prepared to let that matter con- 
tinue on as it was. It was the Egyptian Government which forced a 
showdown. 

Now, we know now from what President Nasser has said, and from 
what President Tito said about his prior talks with Nasser, that 
Nasser determined nearly 2 years before that time to seize the Suez 
Canal Co. As he put it, he was only looking for an appropriate 
occasion to give him an excuse to do it. He knew perfectly well 
what the situation was as regards the Aswan Dam. It had been 
drifting along for about 6 months. As far as we were concerned we 
were prepared to let it drift along indefinitely. He came in and 
demanded a ‘‘yes” or “no’’ answer. 


CARRYOVER FUNDS 


Senator Youne. First, I want to commend the administrators for 
having a carryover in funds, and I think that is always representative 
of good administration. I was wondering how much in carryover 
funds that are not definitely committed now could be shifted from 
one program to another? 

Mr. Houutsrsr. If you are asking on the economic side, of course 
everything that is unobligated has no commitment of any kind. It 
is a little different for the military where they have a schedule of 
things. As soon as we work out something with a country, we go 
ahead and make our obligations. We are running pretty currently, 
and there is just about a year’s money on hand. ‘There is very little 
left at the year end except we did ask to have carried over some 
money which we had tentatively committed to Indonesia and to 
Burma. We had also asked for some money to carry on the obliga- 
tions made to Saudi Arabia. 


REPROGRAMING OF CARRYOVER FUNDS 


Senator Youna. In the overall funds, how much do you have that 
could be reprogramed or transferred? 

Mr. Houutster. As to the carryover in the economic side, I will 
ask Mr. Murphy what the total is, and not counting the Asian fund, 
which was granted on a 3-year basis. What is the amount that we 
didn’t obligate on the economic side of the program the last year? 

Senator Youne. That could be reprogramed without difficulty. 
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Mr. Murpuy. The total was about $128 million, of which the 
House continued available $122 million. 

Mr. Houutster. The House has allowed us to carry that over. 

Senator Youna. Is that in the military program? 

Mr. Hoxutster. No; the economic. And I would rather have the 
figures for the military given by them. 

Colonel Crirz. Our unobligated funds were $538 million which 
were reappropriated by the House, sir. 

Senator Young. But you have other unexpended funds do you 
not? I think you know what I mean. I would like to have the 
answer. 

Admiral Raprorp. That is what I was trying to explain, that we 
are negotiating for the placing of material that would cover that entire 
amount. Now, some of these negotiations may fail. In other words, 
they may not satisfy us that they can accept this material, or use the 
material properly. At that time we would finally cut off that country, 
and we might reprogram that amount if it had not been committed 
elsewhere. 

But we are in the process of negotating and have planned uses for all 
these unexpended funds. 

Senator Younc. Every cent of it? 

Admiral Raprorp. Yes, sir. 

Senator Youne. And there would not be a bit of it that you would 
expect to reprogram? 

Admiral Raprorp. We always have some that does not work out, 
but it is impossible to predict the exact amount. 

Senator Youne. The military have a lot of unobligated funds, and 
they ask the Congress to approve reprograming from time to time. 

Admiral Raprorp. We did that. with $538 million. 

Senator Younc. That was a carryover, and you had no commit- 
ments for it at all? 

Admiral Raprorp. We could have put that into the category of 
obligated funds, and maybe we should have; I don’t know. My own 
feeling after wrestling with this $538 million for a couple of months 
is that we would have been better off to say we had some programs 
for which it could have been obligated. Unfortunately there was not 
sufficient time to do so. 


TOTAL UNEXPENDED FUNDS 


Senator Youna. Altogether, how many billions in unspent funds 
do you have? 

Admiral Raprorp. Three point seven. 

Senator Youna. Certainly there is a part of that that could be 
reprogramed. 

Admiral Raprorp. Undoubtedly there will be parts of it, but we 
can’t tell how much. 

Senator Youna. Could you make an estimate of the amounts? 

Admiral Raprorp. I could not, Senator. We have the money 
obligated against specific projects we are working on. 

Senator Younac. An answer like that is just what makes it awfully 
difficult for a person in my position to vote for mutual-aid programs 
like this. 

Mr. Houuisrer. May I point out in connection with both our pro- 
grams, there is an essential difference between what is unexpended 
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and what is unobligated. Almost everything on the economic side 
of the program is obligated, but it takes an average of a year to spend 
it. 

That is why you have a year of unexpended money, because some 
of it has more lead times and some you can do in a few months. You 
also have a spread between what is obligated and what is expended. 
The expenditures follow the obligations by a certain length of time. 


LEAD 





TIME 





FOR 





MILITARY OBLIGATIONS 


On the military side it is longer so the military people need more 
money in the pipeline than you do on the economic side because they 
have a longer lead time before they spend the money. 

Admiral Raprorp. Senator, the long statement I made a little 
while ago was to try to explain what we do. If we decide and the 
Joint Chiefs of Staff recommend that 50 new jet aircraft types should 
go to a particular country we start negotiating with that country to 
make sure that if they get those aircraft they will make proper use 
of them. 

Senator Youna. I understand all that. 

Admiral Raprorp. As long as we have that discussion going on, 
we reserve that amount of money, the Air Force reserves that number 
of aircraft. But we have to be satisfied that we are going to put them 
where they will do the most good and where they will be handled and 
maintained efficiently. 

Sometimes these countries have difficulty in proving that to us, 
and these negotiations may go on for many months, W hen we finally 
come to the conclusion, if we do, that they cannot be properly utilized 
if they go to that country, we may switch over and negotiate for 
additional aircraft to some other country because in the meantime 
we have programed in the Air Force to grant so many aircraft to our 
allies. We have actual discussions underway with various countries 
for programs that total exactly that amount. 

You asked me how much have we available for reprogramming and I 
say 1 do not know. Our experience has been that there are some of 
these negotiations that fail. We may, upon failure, take that material 
which is already being programed by the services (and they are 
expecting to get paid for it) and throw that to another country or 
divide it among 3 or 4 countries. But we are trying to put this 
material where it will do the most good and it takes us a long time to 
do it. 

As I said, the Russians do not operate that way. They walk in and 
give people airplanes and expensive antiaircraft guns and things like 
that when the country hasn’t the slightest chance of being able to use 
them efficiently themselves. 

Senator Youna. I understand that. I was trying to get some kind 
of estimate as to the amount of this money that might be used for 
reprogramming. 
Senator CHAVEZ. 


You have $3.7 billion? 





OVERSTAFFING SITUATION 


Senator Youne. That is the amount that might be reprogramed. 
Another thing that I think is wrong with the program is that most 
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people will admit we were overstaffed in Formosa, Iran and some 
other countries where we sent too many people. At least the public 
feels that way and I feel that way. 

(Discussion off the record.) 

Secretary Duties. Korea also. 

Admiral Raprorp. | thought I said Korea. 


REAPPROPRIATION OF UNOBLIGATED BALANCES 


Senator Satronsrauu. If the Senator would yield, J] would like 
to have Admiral Radford or Mr. Hollister to check these figures 
which, as I recall, I got from Mr. Murphy. There were $667 million 
reappropriated of unobligated balances by the House. They were 
divided as follows: $538 million in the military; $36 million in defense 
support; $12 million in technical cooperation ; $52 million in develop- 
ment activities; $23.8 million in Palestine refugees and $4.45 million 
in atomic energy. 

That left us unobligated and not reappropriated $6.6 million, 
Are those correct figures? 

Mr. Houuistrer. Yes, sir. 

Senator ELLENDER. Those are the same figures I presented before. 


TRADING FOOD FOR ASSISTANCE 


Senator Youna. I believe that most of us will agree that food is 
about as precious as currency in many countries of the world. I have 
always felt that the State Department does not do as much as it 
should to try to trade United States farm surpluses for assistance in 
some of these countries. 

For example, in Spain it was like pulling teeth to get a deal worked 
out whereby we could trade United States food for assistance from 
Spain. It has worked out very well. I think the Spanish are very 
happy about it. At least that was the feeling I got when I was over 
there. 

We must have a lot of Public Law 480 funds in Korea. Could we 
not use them to a greater extent? ! know you are using some. 


USE OF PUBLIC LAW 480 CURRENCIES 


Mr. Ho.utstmr. It is a very complicated thing, Senator. Over a 
year ago I issued instructions in planning for this year to get the 
best estimate we could possibly make of availability of Public Law 
480 currencies in various countries and to use those currencies in 
every place we possibly could and reduce the program we were mak- 
ing for those countries in this light of that. 

We have done that. We have used Public Law 480 currency to 
substitute for what we might otherwise have to do on a dollar basis. 
What we have asked the Congress for is not the gross amount, but 
the net amount after we have taken into consideration the Public 
Law 480 availability. 

The trouble is in getting rid of these agricultural surpluses, we often 
make deals to sell these surpluses in countries where we have no 
programs. So it does not help the mutual security program at all. 

Also, the actual cost of the agricultural surpluses we do not get 
finally in the currencies that are available in the various countries. 
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Furthermore, in so many of the countries what they need is a dollar 
exchange and not the local currency. 

Senator Youna. Is it not true that most of the countries with whom 
we are allied militarily are very short of food? That is true in Asia. 

Mr. Houuister. Some of them have local currency under Public 
Law 480. If you are talking about the military program, they want 
hard goods which cost us money. 

Senator Youna. That is all, Mr. Chairman. I wish you would do 
everything you could to use these Public Law ave funds. 

Mr. Houusrer. We are doing the best we can everywhere. I 
issued special orders on this over a year ago whe *n we were planning 
for this current year’s operation and p Janning for 1958. We now have 
to begin our planning for 1959 because the ‘budget will be asking for 
figures soon. 

A year ago this time we were already planning 1958 requirements. 
I did my best to get Public Law 480 currency used everywhere they 
could. 

METHOD OF EXTENDING ECONOMIC AID 


Senator DworsHak. May I ask one question to clarify that? 

Say you are asked to furnish rice, for example, for economic aid in 
Korea. Do you furnish dollars with which to purchase rice in some 
other country to be shipped to Korea or do you take surplus rice from 
the commodity stocks in this country? 

Mr. Houutster. The Public Law 480 agreement cannot be worked 
out, I am sorry to say, completely in conjunction with our program. 
We have something to say, but the Department of Agriculture and 
the Department of State are both in on the play. 

There are limitations in the way Public Law 480 can be used. It 
cannot be used to interfere with the ordinary marketing in a particu- 
lar country or the ordinary pattern of our experts. 

Whether that would work in Korea I would not be able to tell you 
until I got all the papers out. All I can say is that the strictest kind 
of instructions were sent to use everywhere we possibly could either 
our Public Law 480 availabilities in the way of food or to use the local 
currencies that were engendered in that way or any other way in 
working out our program. 

Senator DworsHak. You would not know exactly how much 480 
surplus commodities are used in addition to the money you are re- 
questing here for economics in these areas? 

Mr. Houuster. I can give that to you, but I cannot give that to 
you right now. 

(The information requested appears on p. 659.) 


TRIBUTE TO ADMIRAL RADFORD 


Chairman HaypEen. Senator Knowland? 

Senator KNowLanp. I do not want to ask a question. I have to 
go to the floor, but I did not want this opportunity to pass because 
this may be the last official appearance before this committee of 
Admiral Radford, without expressing, I am sure, on behalf of this 
entire committee, the appreciation we have for a job well done, the 
confidence I think he has instilled on both sides of the committee. 
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While he is being succeeded by an outstanding officer, General 
Twining, who is here today, I know we will all miss Admiral Radford. 
Senator Ture. I wish to concur in that statement. 


TRIBUTE TO MR. HOLLISTER 


Senator Cuavez. Mr. Chairman, I want to say the same thing for 
Mr. Hollister. I think Mr. Hollister has done a tremendous job 
under hard circumstances. I believe that the committee should pay a 
little respect for his fine services. I personally feel you did a grand 
job, sir. J] am sorry you are leaving the Government. 

Senator Toye. Mr. Chariman, I wish to concur in that statement, 
too. 

Senator ELLeENpDgER. I wish to ditto that, Mr. Chairman. 

Senator Youne. You have not said anything about Secretary 
Dulles. He has the toughest job of all. 

Senator KNowLanp. We still have a chance to get at him. 


EXPLANATION OF UNEXPENDED FUNDS 


Senator Toye. Mr. Chairman, I will try to make this as brief as 
possible. I do not get the quite full explanation of unspent funds 
that I would have desired; that is, the $3.7 billion. That represents 
bases as well as hardware; does it not? They are obligated, but not 
spent. 

Senator Young was bringing the question out and it was answered 
that $3.7 billion were the unspent funds. That is obligated funds, 
but it represents bases. It cannot represent too much hardware 
because you should have no problem of waiting manufacturing because 
you must have the equipment so that you can make the delivery 
anvtime you wish to make the delivery. 

Colonel Crirz. The $3.7 billion is primarily hardware, materials, 
and equipment for the armed forces for these countries which we have 
discussed. A large part of it is out on contract for new procurement. 
The balance is out on what we call reservation to the military depart- 
ment to take the equipment from their inventory. 

Senator Tuyr. That is what I had reference to. Take it from their 
inventories. 

Colonel Crirz. That is right. 


EQUIPMENT FROM INVENTORY OF ARMED SERVICES 


Senator Tuyr. Therefore, you need not too lengthy a period of 
time in the obligations, but in the not-spent status, if you are taking 
it from inventory of armed services. 

Colonel Crirz. Except, sir, in the cases where the military depart- 
ments will not release that equipment to us until they have procured 
a replacement for themselves. That is usually the case, particularly 
for aircraft and those large items, for example, the Air Force will 
release to us an F—100, but before they release it they must have an 
F-104 in hand. 

Senator Tuyr. That is the answer I was seeking. 
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GRADUAL REDUCTION IN TECHNICAL ASSISTANCE 


The other question I have is directed to Secretary Dulles. The 
authorization bill approved by both Houses included the proviso that 
the United States contribution to the U. N. technical assistance pro- 
gram may not exceed the 45 percent of the total contributions for 
1958, 38 percent for 1959, and 33% percent for 1960. 

This proviso makes possible a gradual reduction in our contribution. 
In the appropriations bill before us, the House has approved the full 
amount of $15.5 million for the program, but has added a proviso which 
limits the United States contribution to 33% percent in 1959. It is my 
impression that the U. N. technical assistance program is a most 
worthy and a very good program and one from which the United States 
derives a great deal of benefit. 

Would it not be better from the point of view of our position in the 
United Nations to avoid an abrupt drop in our contribution to 33% 
percent? 

Would it not be much better to reduce our contribution to one-third 
over a period of 3 years as provided in the original authorization bill? 

I think that is a very pertinent question which we must resolve in 
this Appropriations Committee before we report the bill out. 


AUTHORIZING LEGISLATION PROVISO 


Secretary Duties. Senator, there is no doubt whatever but that 
the graduated reduction that is legislated in the authorizing legislation 
is far preferable. 

The fact is that if we cut abruptly from 46 percent down to 33 

ercent, other countries will not have time to pick up the difference. 
hey have got to act. 

We believe over a 3-year period they will pick up the difference and 
that the program can move ahead substantially at the present level. 
But it is illusory, Senator, to appropriate the full amount and at the 
same time say it is only with 33 percent at once because other countries 
cannot quickly enough make up the difference—so you would not be 
able to spend the amount that is appropriated. 

Therefore, the appropriation is an illusory one and, in fact, it will 
be necessary to cut the program very substantially in order to meet 
that requirement and the full amount appropriated under the 33 
percent provision cannot be spent. 

Senator Toye. Thank you, Mr. Chairman. 

Chairman Haypen. Senator Smith? 


CONTINUATION OF AID TO TITO 


Senator Smirx. Mr. Secretary, do you think it is wise to continue 
aid to Tito in view of the reported close relationship of Tito and 
Krushchev and his people? 

Secretary Duties. | believe it is wise to continue that aid to the 
extent that we are doing it, which is on a cautious tentative basis. 
There are some countries that we disagree with in many respects, but 
who are conducting what you might call experiments, the result of 
which can be, and I think will be, of very great aid to many other 
purposes we have in mind. 
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POLICY OF INDIA 


Two countries conspicuously in that class are Yugoslavia and India, 
We disagree with India in a great many respects. Its foreign policy 
is almost as consistently opposed to ours as is that of Yugoslavia and 
the reference that Senator Knowland made to the record of Yugoslavia 
in that respect can be almost paralleled by the case of India. But, 
India is trying to demonstrate that it is possible without communism 
to raise up the level of a great mass of people 

If they can make good on that experiment it will more than cancel 
out, in my opinion, the aspects of the policy of India that we do not 
approve of. 

Yugoslavia is trying another experiment. That is, to demonstrate 
that it is possible to have a Communist government which will be a 
national Communist government, not dictated by international 
communism. If he succeeds in that experiment, that will open the 
way to an entirely new relationship between the Soviet Union,which 
dominates and largely reflects international communism, and _ the 
satellite countries. 

That is an experiment which we believe is of tremendous value and 
interest. If you can have communism as a purely national phenom- 
enon, that, from the standpoint of international relations, is mfinitely 
to be preferred to communism which is all directed by one central 
body which has world conquest as its aim. 


YUGOSLAV 






COMMUNISM 


The communism of Yugoslavia does not have any world conquest 
as its aim or any aggression. It is a domestic phenomenon. We do 
not like that, but that is a matter of internal affairs. 

The experiment from the standpoint of general international policy 
is one which we believe deserves encouragement and we believe that 
if you can demonstrate that communism can exist as a national 
phenomenon against international, that at least, is one step in the 
right direction. 

It is not an adequate step, of course, because we do not believe 
communism or what it stands for should exist in any country. But 
there are in many countries of the world, despotisms and so forth of 
which we do not wholly approve. We do not conduct our inter- 
national relations primarily on the basis of the conduct of internal 
affairs. 

If a country is conducting an international experiment, the effect 
of which would be to break up the monopoly of international com- 
munism over this great part of the world, that would be a very im- 
portant development from the standpoint ‘of peace and security. 

Senator Smirn. Thank you very much, Mr. Secretary, and Ad- 
miral Radford, would you give me an answer to that question? Do 
you think it is wise to continue aid to Tito under the conditions of 
the reported associations he is having with the Communists? 
(Discussion off the record.) 
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TOTAL FUNDS FOR AID TO YUGOSLAVIA 


Senator Smitu. Mr. Secretary, am I correct in understanding that 
———— is all the money in this bill for Yugoslavia made up of the 
——— for the maintenance and spare parts? 

Secretary Duties. I think that is correct. 

Mr. Ho.utster. There is a small technical assistance program of 
$2 million. 

Senator Smiru. In what form of assistance? 

Mr. Houutster. That would be for all kinds of different technical 
aid. I checked it recently. It is very highly diversified. It does 
not follow any particular pattern. It is generally finding an expert 
there on this and that to help develop their various activities. I can 
give you a complete list. 

Senator Smiru. No; that is all right. Is that all committed? Is 
that all agreed to? 

Secretary Duties. Everything we obligated this year is set. 

Senator Suir. The $2% million, I mean? 

Mr. Houuister. No, that is for the current year. We have not 
obligated any of that because we do not yet have it appropriated. 

Senator Smrru. I did not know whether it was a continuing 
program. 

Mr. Houuister. Conceivably in the continuing money we were 
recently authorized to have for the first 2 months of 1958 operations, 
there may be a small obligation, but it would not be very large. 

Senator Smira. Thank you, Mr. Chairman. 

Chairman Hayprn. Senator Robertson? 


CATEGORIES OF ECONOMIC AID 


Senator Ropertson. Figures on economic aid are in the record at 
various places, but for convenience and emphasis, I would like to have 
those figures in the record at this point in five categories: 

(1) U nobligated balance; (2) obligated balance; (3) authorization; 
(4) amount in the House bill; (5) restoration requested, all dealing 
with economic aid. 

That will give us a quick rundown on what is involved in economic 
aid. 

Mr. Houuister. We can get that up for you in the next hour. 

(The information requested was furnished to the committee.) 

Secretary Duties. When you refer to economic aid, I would like to 
be sure what it is you have in mind. There are different categories. 
There is the defense responsibility item. Do you include that? 

Senator Rosertson. As I understand the testimony this morning, 
you have broken this bill down into three categories. One is military 
aid, one defense assistance, and the other economic aid. 

I am asking now for the economic aid which would be unobligated, 
carryover obligated, authority for new appropriations, amount in the 
House bill and how much of this type of aid you want restored. 

Senator SALTONSTALL. Senator Robertson, [ think this sheet gives 
you the figures you want which was prepared by Mr. Murphy and 
the accountant for ICA on Saturday. 

I tried to make those available to each member of the committee. 
Maybe you just came in and did not see it. 





620 MUTUAL SECURITY APPROPRIATIONS, 1958 


Senator Rosertson. If they are in there and readily available, that 
is satisfactory. 
Mr. Houuistrer. | do not think that is quite complete. 
Senator Rosertson. I take it that would give the answer for my 
purpose. 
POSSIBILITY OF JEOPARDIZING NATIONAL SECURITY 


Senator DworsHak. Mr. Secretary, in the formal statement sub- 
mitted to the committee this morning, there was the implication that 
possibly the House action, in drastically curtailing these funds, may 
jeopardize our national security. I am sure that the Members of the 
House of Representatives are just as patriotic as anybody in the 
Senate, the State Department, or any other branch of our 
Government. 

I am wondering as you express doubt over this action, which you 
find difficult to understand, if there is not implied the possibility that 
while the State Department and you have indicated on several occa- 
sions that we have now commi itted the United States te a permanent 
program of military and economic aid abroad, that the House of 
Representatives may indicate that it is unwilling to accept that. 


PERMANENT NATURE OF PROGRAM 


You ask for a forthright change in policy if there is to be one. 
Are you willing to tell us now that the American people and the Con- 
gress must be prepared permane ntly to carry this burden without any 
serious retrenchment of any kind? 

Secretary Duties. I am prepared, Senator, to say that as long as 
the present Soviet-Chinese Communist menace exists that the security 
of the United States is going to require either collective security or a 
national effort on a scale vastly exceeding anything we are doing at 
the present time. 

Even with that, we would not get the same amount of security. 
The time may come, and I think it ultimately will come, when this 
menace of international communism subsides. It is barely possible 
that something could come out of the disarmament talks which might 
lead us to change our estimate of the situation. I do believe that 
certainly, the relative burden of this country will go down. Looking 
at some figures the other day, I saw that 10 years ago we were devoting 
to programs of this sort over 3 percent of our total national income. 

Today, we are devoting to efforts of this sort less than 1 percent of 
our total national income. That is certainly indicative of the fact 
that as matters are going, the effective burden is appreciably going 
down. 

I think that is a fact of some encouragement, but I do not believe 
that we can any more get rid of collective security in the face of the 
menace that exists now, than you usefully disband the police depart- 
ment in one of our great cities and expect everybody to look out for 
himself. 

ADEQUACY OF PROGRAM EXPLANATION 


Senator Dworsnaxk. Do you think it has been made plain to the 
Congress and the American people that you and the administration 
are recommending such permanent program? 

Do you think there is a full awareness of that now? 
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Secretary Du.uzs. I am afraid there is not full awareness of it, as 
Admiral Radford pointed out in his statement. Despite repeated 
statements that have been made by the President, by myself, by 
military leaders, I do not think there is adequate appreciation of the 
fact. 

I believe this, Senator. Every primitive society starts out with 
everybody looking out for himself. That is true in the frontier 
towns. KE verybody has his gun and his dog and so forth to protect 
his own house and his own family. 

Senator Coavez. Woe did pretty well. 

Secretary DuLLEs. \.s. Would you want to go back to that basis, 
Senator, in the city of Washington? Do you want to go back to it? 

Senator Cuavez. I think so; yes. 

Secretary Duuuxs. If you want to disband the police department 
and the fire department here in Washington, New York, Chicago, 
Philadelphia, San Francisco, Los Angeles, and other points which 
deserve mention, that really is something. 

That is the logic exactly of the people “who are fighting this mutual 
security program. They want to have security on ap individual 
basis. They say a security where everybody contributes and, as a 
result, gets more for the money than any other way is a bad system. 

You should, they say, go back to the system where everybody looks 
out for himself and devil take the hindmost. 


OPPOSITION TO FOREIGN AID 


Senator Cuavez. Admiral Radford made the statement that the 
American people were against foreign aid. Why should the American 
people as a whole be wrong and the State Department be right? 

Mr. Dutues. The answer, I think, Senator, is the fact that I have 
never yet talked to any group of American people about this thing and 
had an opportunity to explain it to them, but what they were pre- 
ponderantly satisfied we were on sound ground. 

It is a very difficult matter to reach in an effective, persuasive way, 
the 160 million people of America. 

We do not have the facilities for doing it quickly. However, | 
think that it is a fact that the great bulk of the American people have 
been making this kind of program. I think now their attitude does 
not reflect a change of judgment. It reflects a sort of lazy attitude 
and getting tired. 

I do not believe you should change policies which have worked so 
well, which in the past have been so accepted so fully, merely because 
people are tired of carrying them out. 

They are tired of carrying them out and think they can let go of 
them because they worked so well. I say the reason they worked so 
well is the reason for sticking to them. 


LONCO-RANGE PROCRAM PLANNING 


SENATOR DworsnHak. Mr. Secretary, does the State Department, 
in view of your comments here, plan to make an effort to resolve a 
longer range program, in addition to the loan program suggested, so 
that each year the Appropriations Committees in both the House and 
Senate will not have to assume so much responsibility in implementing 
with funds these programs? 
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I agree with you when you said that the Foreign Affairs and 
Foreign Relations Committees are qualified to deal with these prob- 
lems and to help formulate policy. 

So far as I am concerned it is distasteful and embarrassing every 
year as a member of the Appropriations Committee to have ‘to con- 
sider the specific question whether any effort toward retrenchment or 
economy invites the charge that probably we are jeopardizing national 
security. I do not think that charge could be leveled at anybody in 
either the exec utive or the legislative branch. 

So if we are going to make any changes, why not do it in an orderly 
way. Do you agree with me on that?” 

Secretary Duuues. I think we must try to find a more effective way 
to present our program. I think we have made some progress this 
year in reshaping it. I think it is obvious we have not made enough 
progress. I think we have to study the matter very intensively 
before the presentation comes up next year. 

Let me say this, Senator: I never for one minute intended to impugn 
the patriotism or loyalty of the people in the House of Representatives 
or the Appropriations Committee who have voted this matter. [ 
think they believe these cuts can be taken without serious damage to 
the security of the country. Those of us who work perhaps more 
closely to these problems than they do have come to a contrary con- 
clusion. We are sworn officials and have the duty of trying to carry 
out what we believe is necessary for the security of the United States 
as we see it. 











RESPONSIBILITY FOR FORMULATION OF FOREIGN POLICY 











I don’t say we are infallible at all. We may be wrong. Maybe 
Congress is right. But in general in these matters, under our consti- 
tutional system, it is the President who has the primary responsibility 
for formulating and conducting the foreign policy of the United States, 
and I think it is taking a pretty serious responsibility when that leader- 
ship is not followed. 

As I pointed out, it has been followed in the past pretty well for 10 
years under Republican and Democratic Presidents and Republican 
and Democratic Congresses, and I think on the whole it has worked 
pretty satisfactorily. There have been cuts against the judgment of 
the Executive. I would say, those have just about been bearable. 
We are getting down to the point where I don’t think we can take any 
more serious cuts without, as I say, affecting the heart of the policy 
itself. We don’t advertise our problems. It is not good business to 
do so. 

It only profits our enemies when we do so. 

We have a terrific number of problems in working out these prob- 
lems of our security with our allies, trying to organize and operate 
a coalition of free nations. That is about as difficult a job as driving a 
team of horses. Gu 

Senator Dworsnax. You seem”to enjoy it. 

Secretary Dulles. You say I enjoy it. I do not know whether I 
enjoy it or not, but if you like to face_a challenge, that is it. 
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REBUILDING JET PLANES IN JAPAN 


Senator DworsHak. Admiral Radford, when I was in Japan last 
September, I had an opportunity to see a project up to that time 
I did not know had existed, which was the remodeling and rebuilding 
of jet planes at the expense of our Government by Japanese workmen 
and under Japanese authority. I do not recall how much money 
was appropriated for that during the past year, but I would like 
to know if that project has been consummated and if there is any 
money provided in fiscal year 1958 to continue that and whether it 
has been successful. 

Admiral Raprorp. I would ask Colonel Critz to answer that 
question. 

Colonel Critrz. I am not sure of the exact project, but we have 
a project with the Japanese which is not the rebuilding of the planes. 

Senator Dworsuak. | think that is partially it. I understood that 
after a jet plane is in the air so many hours it needs rebuilding, and 
those planes were previously shipped to the United States at great 
expense. 

(Discussion off the record.) 

Senator DworsHak. How much did we furnish for that? 

General Twintna. I could not give you all the figures. I will 
furnish it. I do not think it all comes out of this fund. It would 
come out of the Air Force fund, too. 

(The information referred to, being classified, was furnished to 
the committee.) 

SPEECH OF CONGRESSMAN PASSMAN 


Chairman Haypen. Senator Stennis. 

Senator Srennis. I want to first call attention of the committee to 
a speech Congressman Passman made when this bill was on the floor 
of the House. 

The speech begins at page 13499 of the Congressional Record. I 
commend it highly to each member of this committee. Congressman 
Passman is a very able man. He is a man, I understand, of a great 
deal of experience in business and his colleagues say in the Record 
that he worked on this matter day and night for months. I get the 
idea here from Secretary Dulles’ statement that the House has fre- 
quently irrationally acted on this matter but I think the Record shows 
from the speeches made that the contrary is true. Contrasting figures 
were given, and the debate was rather full before the decision was 
reached. I think it is one of the most refreshing brief presentations 
that I have seen since I have been a Member of the Congress. I 
think he made a fair presentation. 


WEAPONS FOR KOREA 


Mr. Secretary, may I ask this about the Korean weapons: You 
said you were unt able to give the Korean Army the weapons they need 
because of the military reply that there was not enough money. You 
could not understand that in view of the fact that you commendably 
have $530 million left over. 

Is there some reconciliation of those few positions? 
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Admiral Raprorp. [ would like to answer that. The Korean 
Army at the present time is outfitted with equipment that was used 
during the Korean war. It was turned over to them as they built 
up their divisions. The modern weapon program which we will 
have to implement gradually in Korea was stymied by this paragraph 
13 (d) of the armistice. In other words, we were limited not only 
for the Koreans, but for our own forces over there as to what we could 
put in Korea. 

Now we have taken the position that that paragraph will not be 
observed for the time being because the Communists have violated 
it and we are working on a program to reequip our own forces and the 
Korean forces over a period of time. 

Senator Stennis. Back to my question now, if I may be specific, 
the Secretary said he wanted these new weapons and he appealed to 
the military and the military said we don’t have the money. Is 
that correct or not? 

Admiral Raprorp. That is correct. 

Senator STENNIS. It seems to me, Admiral, you just gave a differ- 
ent reason in your answer to my question. 

Admiral Raprorp. That was for Korea specifically. I do not 
think the Secretary mentioned Korea specifically. 

Secretary Dutuss. Yes, I did. 

Senator Stennis. Yes, he did. I want the record made clear on 
that. May I ask Admiral Radford that question, please? 

Admiral Raprorp. I think we probably should have a joint 
answer. 

TOTAL ANNUAL COST OF KOREAN PROGRAM 


Secretary Dutuus. I would like to answer first, if I may. 

(Discussion off the record.) 

(Senator Chavez temporarily presiding.) 

Senator Srennis. Mr. Chairman, my point was that the clear 
implication, as I understood the Secretary awhile ago, is that we had 
not supplied the Korean divisions solely because of a lack of funds. 
My question then was: Why didn’t they spend some of this $538 
million? 

AVAILABILITY OF UNOBLIGATED FUNDS 


The question still is, Was this $538 million available and was it 
enough or did it lack ‘Nets enough? I want to get that clear as to 
whether or not this program has suffered. I think this is highly 
important about Korea. 

ApMIRAL Raprorp. Senator, on the question of the $538 million, 
the Joint Chiefs of Staff are and have been programing aid that would 
have taken and will take all of that. Whether it should have been 
reported in the way it was I think is debatable, myself. As far as 
Korea is concerned, the Joint Chiefs of Staff did not want to make a 
program for Korea until we knew where we stood on paragraph 13 (d) 


POLICY QUESTION 


Senator Stennis. That is more or less a political question—or a 
policy question? 

Admiral Raprorp. That is right. 

(Statement off the record.) 
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Senator Stennis. So really the reprograming of your weapons 
has not suffered yet for the lack of money; is that correct? 

Admiral Raprorp. I would say it has because it is going to be a 
very large program over a number of years. It is not going to be 
something that we can say this is going to be enough. 

Senator Srennis. The programing, or reprograming of these new 
weapons has already suffered from the lack of money; is that your 
testimony? 

Admiral Raprorp. I would say it was partly that, because we didn’t 
want to waste any money. 

Senator Stennis. Was it lack of money or was it lack of a final 
decision that vou put off this arming of Korea? 

Admiral Raprorp. Probably both. 

We do not have unlimited funds to program and we try to put them 
where they will do the most good. 


LEAD TIME OF MILITARY PROGRAM 


Senator Stennis. Congressman Passman made the remark in his 
speech, Admiral Radford, that 77 percent of this military program 
took a lead time of less than 90 days. I was surprised at that state- 


ment myself, but he must have some basis to make a statement like 
that. He said, 


As to 77 percent of this military program, your lead time is about 90 days. 

Is that correct? They were talking about the military program 
as a whole. 

Admiral Raprorp. I don’t think it is. 

Colonel Crirz. That is correct only, Senator, if we took it out of 
the military departments without consideration of their own require- 
ments. In other words, they could not get a replacement in. The 
military departments are not willing to deplete their stocks without 
replacements. So for 90 days it is not correct. 

Senator Srennis. These weapons we are talking about in Korea, 
are those new ones or largely our weapons either used or unused? 

Admiral Raprorp. What weapons? 


TYPE OF EQUIPMENT TO BE SENT TO KOREA 


Senator Stennis. The new guns and new military equipment in 
Korea as additional equipment for those machines, is that equipment 
you would order from a factory or send out from your own supplies? 

Admiral Raprorp. The equipment that the Koreans have is largely 
equipment that we used in fighting in Korea in 1950-53. Most of it 
is World War II equipment. 

Senator STeNNis. The additional equipment you want to send them, 
is that equipment you would order from the factory or send out from 
your warehouse? 

Admiral Raprorp. It will be both kinds that will be going into 
Korea. 

Senator Stennis. How do you manage the dollar side of an item 
like that? If you buy new equipment I know you would have to pay 
for it. Suppose you have it stored up in the Army arsenal? 

Admiral Raprorp. The Army has its reserve equipment and they 
turn over certain of their reserve equipment and they get reimbursed 
for it. 
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Senator Stennis. They do get reimbursed for it? 

Admiral Raprorp. That is right. They buy new equipment. 
Senator STENNIS. Our Army buys the new equipment? 
Admiral Raprorp. Yes, sir. 








DEVELOPMENT LOAN FUND 





Senator Strwnis. I don’t think much has been said about this 
loan fund. Was that reduced to a 1-year authorization? 

Mr. Ho.uister. Yes, sir. 

Senator Stennis. In spite of that vou can carry it on? 

Mr. Houuister. Excuse me, a 2-year authorization. 

Senator Stennis. But you got an appropriation for 1 year. 

Mr. Houutsrer. That is correct. 

Senator Stennis. Can you start it off on 1 year, Mr. Hollister? 

Mr. Hotuister. We cen start it off. We can start it off with $50 
million or $25 million. The only trouble is that the funding is too 
small to do the number of things which we think ought to be done and 
the funds the House allowed will be practically used up by projects 
already underway. 

We already have underway certain projects that need additional 
money in various countries. This is in the development area. Those 
projects add up to a couple of hundred million dollars. We have to 
keep those going because we think they are sound. We have a number 
of basic things that will have to be done which will take up all the rest 
of the money. So we really are not going to get into a number of 
areas where we think it would be wise by saving money in the long 
run and helping these governments develop faster. This is particu- 
larly true with respect to private industry which we try to develop 
where we can. 

We think very strongly we need additional funds over the $300 
million allowed us in order to do that. 
PROSPECT OF 


REDUCTIONS IN FUTURE YEARS 








Senator Stennis. Mr. Secretary, may | ask you this: [ was im- 
pressed with the fact that after 1956 these funds started going back 
up. Do you have any hope for reductions in future years? Do you 
see any light around the corner on these matters? Would you give 
us a prospectus and as you see it now? Assuming you get the amount 
that is authorized this year or a year or two afterward, do you see 
any hope of reductions? 

Secretary Duties. You are talking of the total program or the 
economic development fund? 

Senator Stennis. The total program. 

Secretary Dutuss. I indicated before that I do not see any likeli- 
hood of substantial reductions unless and until there is some change 
in the policies of the Soviet and Chinese Communists. We tend to 
forget the fact that we are in a state of almost suspended war today 
with the Chinese Communists. We have a resolution authorizing 
the President to use the Armed Forces of the United States to defend 
an area which the Chinese Communists are still threatening to take; 
namely, Taiwan. There is only an armistice in Korea and Vietnam. 
There is a highly intense and flammable military situation there di- 
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rected against areas which, as I say, the Senate has found by treaties 
to be vital to the peace and safety of the United States. As long as 
the threat exists against areas which are vital to the security and peace 
of the United States we are going to have to do what is necessary to 
protect them, in my opinion. 

I would not want to forecast that that threat is going to go down. 
You occasionally have periods where it looks as though it will go 
down and then it flares up again. The great problem of ‘the democra- 
cies has been their unwillingness to sustain a program over a period of 
years. Time after time after time we have been through a period of 
danger, we have made terrific efforts and sacrifices and then we think 
everything is in the clear and everything drops down and we are 
caught totally unprepared by the next crisis. 

You would have to retain, in my opinion, a steady level of the ex- 
penditure as something which is far cheaper than going through these 
crises up and down. While I think there is a possibility—probability 
indeed—that the general level can go down; certainly it will go down 
relatively. 

As I pointed out, it has gone down in terms of our national income 
to where it is less than 1 percent when it was over 3 percent 10 years 
ago. I would not want to think or prophesy that there could be a 
substantial diminution in this program. I hope that there can be. 

But the greatest likelihood that there can be is to sustain the pro- 
gram until the other fellow changes. If we are the ones who start 
to change and go down, the other fellow will take advantage of the 
situation and be encouraged to accentuate his efforts in all of these 
areas and the first thing we know we will have to jump back to a 
much higher figure than if we maintained a fairly steady level. 


TOTAL 





FUNDS AVAILABLE 

Senator Stennis. [ want to be certain | got the amount of money 
available, old and new. For the military it is approximately $5.5 
billion as the present money in the pipeline, plus what is in the new 
bill? Is that correct? 

Mr. Houutstrer. That is at the close of last June. That $5.5 billion 
was in the mutual defense and military defense support. That in- 
cludes the $600 million unobligated. 

Senator Stennis. But it does not include any new money? 

Mr. Houuisrer. That is right, except for the five or six hundred 
million not spent this year. 

Senator SALTONSTALL. What is that figure? 

Mr. Houutster. $5.549 billion. 

Senator ELLENpDER. Military assistance is $4,380 million. 

Mr. Houuister. Senator, my figures differ from yours by $120 
million. I don’t understand the difference. Maybe Mr. Murphy 
can explain that. 

Mr. Murpny. The estimated military expenditures during 1957 
were $2.2 billion. The actual were 2.319. In other words, they spent 
$119 million more than they estimated so the balance is correspond- 
ingly lower 


Senator Cuavez. Senator Pastore, do you have any questions. 
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SIGNIFICANCE OF HOUSE REDUCTIONS 


Senator Pastore. Mr. Chairman, I have been trying to assimilate 
in my own mind this cut on the part of the House of approximately 
$800 million, and what it means to the defense of the Nation and the 
free world with reference to this $3.7 billion which you say have 
been unspent funds. A question was asked by Mr. Young as to what 
would be available for reprograming to come within the category of 
the $539 million which I understand has been returned for reappro- 
priation Do I understand that the $3.7 billion is all obligated? 

Colonel Crirz. Yes. 

Senator Pastorn. Every single penny is obligated? 

Colonel Crirz. That is correct. 

Senator ELLENDER. You mean of that new money? 

Colonel Crirz. No; of the unexpended balance. 


AVAILABILITY OF FUNDS FOR REPROGRAMING 


Senator Pastore. What is meant that some of that money may be 
available for reprograming if it is obligated? 

Colonel Crrrz. That was the point that Admiral Radford made, 
Senator. Where we have this against a specific program for aircraft 
for a particular country and that country does not train the personnel 
to receive, operate, and maintain the aircraft, we pull those aircraft 
back and put them in the second country. It is against a specific 
country program with specific weapons. 

Senator Pasrorr. There would not be any possibility of saving any 
money? It is merely reshifting your strength? 

Colonel Crirz. That is correct. 

Senator Pastore. In other words, that would not affect the $800 
million cut out by the House. That is still a minus sign on your 
entire program. 

Colonel Crivz. That is correct. 

Senator CHavez. Senator Mundt. 


POLISH EXPERIMENT 


Senator Munpr. Your justification of the aid to Yugoslavia and 
India was the most interesting and persuasive I have ever heard you 
make in that connection. | am not sure you have entirely convinced 
us, but you have opened up my mind a bit to the fact that it might 
have some merit. I want to ask you whether that same line of 
reasoning holds true for Poland, and if so, what is the Polish 
experiment? 

Secretary Duties. The Polish experiment is a step in the same 
direction that Yugoslavia took, that is, to develop a national govern- 
ment, rather than one that is ruled by international communism. 
It has so far taken only a relatively feeble ste p in that direction. We 
do think, however, that any step in that direction deserves encourage- 
ment, and that the governments of the satellite countries in the 
eastern part of Europe ought to realize that as they move in that 
direction, they can incre: asingly expect some support from the United 
States. 

Senator Munpt. Is it your concept that the extent of our aid 
should be commensurate with the size of their step? 
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Secretary Duties. It is hard actually to measure these things 
exactly, but broadly speaking, yes. 


LACK OF FUNDS FOR SYRIA 


Senator Munpr. Of course, it cannot be done exactly. Is there 
any money in this bill for aid of any kind to Syria? 

Secretary Duties. No. 

Senator Munpr. Have we been aiding Syria at all? 

Secretary Duties. No. 

Senator Munpv. Is that what is wrong with Syria now? 

Secretary Duuuss. It is conceivable, Senator. Going back a good 
many years, if the situation had been such that there could be a vigorous 
United States aid program in Syria, it is possible that events would 

not have taken the turn that they now have. However, for recent 
years at least the situation has not been one where the steps by Syria 
have been in the right direction. The steps have been consistently 
in the wrong direction. They have given us concern over the last 
several years. We have to be very careful in not giving aid where it 
appears to be an encouragement to take steps in the wrong direction, 
just as we like to encourage steps in the right direction. If you once 
ret the idea that nations can blackmail us by taking steps toward 

ussia, and the more they move in that direction, the more we pay 
them, then we are setting up a very dangerous trend. That was one 
of the factors that bore upon our attitude toward President Nasser. 
We found in many allied countries concern lest we give the impression 
that the way to get big money out of the United States is to play footsie 
with the Russians. You cannot encourage that trend. Therefore, 
our policy is that as steps are taken in the wrong direction, we do not 
try to buy them off, because we think as in most cases of blackmail, 
the more you pay the more you have to pay. 


POSSIBILITY OF INCLUSION OF SYRIA IN PROGRAM 


Senator Munpt. It is true, is it not, that there is enough flexibility 
in the program so that in the happy event that things took a turn for 
the better in Syria, you could funnel something into it? 

Secretary Duis. That is exactly where ‘the President’s special 
assistance fund plays an essential role. If all of a sudden—and this 
thing has happened before; it happened in Iran and Guatemala— 
you have a popular uprising against the increasing domination of the 
country by the Soviet communism and increasing ‘desire for independ- 
ence, and they break loose, what do you find? You always find a 
bankrupt country. The people that were there have looted the 
treasury before they got out. If the new elements are going to have 
any chance at all of really getting started in the other direction, 
there has to be some emergency assistance from the United States. 
That is why I consider that this so-called special emergency fund is 
almost the most important single item there is. 

Senator Munpr. What did the House do? 

Secretary Duties. They cut it very badly. 


RESTORATION OF CUT IN SPECIAL ASSISTANCE FUND 


Senator Munptr. How much restoration are you asking for that 
particular fund? 
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Secretary Duties. We are asking restoration to the full amount 
authorized. 

Senator Munpr. Which is what? 

Mr. Murpny. The request was for $250 million, and the House 
allowed $175 million. We are asking that the $75 million be restored. 

Mr. Houusrer. There was $300 million requested originally by 
the President. 

RESULT OF REDUCTION IN LOAN FUND 


Senator Munpr. I think I have asked all of the witnesses, including 
you, about this loan fund. You want some more money for it. I think 
it is a very worthwhile deviation from our existing program. I can see 
if you cut the loan fund too small, maybe you are expending the gift 
fund correspondingly because if you meet a situation and don’t have 
money to grant a loan, you are inclined to yield to temptation and 
give itasa eift. I think there is a lot of merit to the loan fund provided 
it is a loan fund. So I have been pressing for a crystallization of this 
loan fund so that it provides for the beginning of payments of interest 
and principal at the end of the first year that they receive the money. 
Your able, Mr. Saccio has been working with me on that. I do not 
want you to hold it against him. He has been doing so reluctantly, 
thinking if he can prove something mild, it won’t be so tough here. 
In all events, he has made some good contributions. I am either going 
to press for an amendment to the bill in the committee or the floor or 
for language strict enough in the report and get a commitment from 
you in advance to get a report language. I have been around this 
institution long e snough not to have any confidence in I anguage written 
in a report unless you get a gentlemanly agreement in advance that 
you are going to do what we say in the report, because it is not binding, 


PROPOSED LANGUAGE FOR REPORT 


I would like to ask you specifically, if we put language in the report 
which says substantially this, that in the loan fund arrangements the 
contract shall be so drawn in the opinion of our committee that they 
start the repayment of principal and interest at the end of the first 
year, and then if we say on a few exceptions there might be cases where 
it would be in the interest of the United States not to put in amorti- 
zation payment at the end of the first year, that you would be given 
some latitude in that regard, because it would be in the report and not 
the bill, but in those unusual cases you would immediately advise the 
Appropriations Committees of the House and Senate what you are 
doing, and why you are doing it, whether we could rely upon you to 
carry out that kind of mandate i in the report, or as a former Senator 
you think maybe we ought to amend the bill. I am not asking you 
now as a Secretary of State, but as a former Senator. 

Secretary Duties. I would be reluctant to see that in the law, 
because there is no use of our dealing here with each other at cross 
purposes. Such a provision could be circumvented. When I say 
circumvented, I am not talking about anything that is evil, but I am 
referring to the fact—— 

Senator Munprt. Circumvention of the Senate is always evil. 





MUTUAL SECURITY APPROPRIATIONS, 1958 631 


CUSTOMARY FINANCIAL PRACTICE 


Secretary Dutues. I am referring to the fact that it is customary 
financial practice when you are making what is called a construction 
loan to include in the amount that is loaned enough to start the pay- 
ments of interest and amortization up to the date when the operation 
is beginning to be self-sustaining and paying for itself. If you will go 
to an investment banker in New York who is doing this on the most 
hardheaded basis that is possible, and it is a practice which is always 
prevalent in the case of these construction loans, as no doubt you are 
aware, what happens there is, because the project is supposed to be 
self-supporting in the period between the time money is borrowed and 
the time it begins to throw off income, you include an amount which 
will enable the interest and amortization to start being paid right 
away, because your bondholders in this case are the public and they 
have to get their interest and amortization. So you include the 
amount between the initiation of the loan and the time when the 
project begins to throw off income in the amount of the loan. 

Senator Munpt. I am aware of that. There is a mighty good 
reason that that fiscal practice has developed in the commercial 
fraternity. They have learned that while they could achieve the 
same objective by deferring the payments for 5 or 10 years, in so 
doing they create bad habits of repayment and the risk is not as good. 
So even if they loan a little more money, they start the repayments 
at the end of the first year because it is a good habit procedure. I 
think we should learn as a public body from the hardheaded bankers 
and do precisely that. 

Secretary Duties. If it would not be regarded by the Senate as an 
evasion to follow that kind of practice, then I would think the objective 
you raise is good. 

Senator Cuavez. Is not that a practice in American business 
throughout the history of the country? 

Secretary Duties. That is right. 

Senator Munpt. We want to square with the practice of American 
business. That is not considered circumvention. You want to 
achieve the best results from the country’s standpoint. There are 
two reasons for that. No. 1, I am perfectly convinced it will result 
in better repayment practices because you set up the bookkeeping 
procedure and habits of repayment. 

There is another reason. That demonstrates to the American 
public that you are having a hard job to convince about the validity 
of continuing this year after year that we mean business and when we 
talk about loans. It is hard to convince a hardheaded taxpayer that 
you are talking about a loan if at the end of the first year they are not 
making any repayments. So we will be in a better position a year 
from now if it works out the way we hope to increase the size of the 
loan fund and decrease the size of the gift fund. Could we put some- 
thing like that in the bill without hurting the legislation, and we have 
this understanding across the table? 

Secretary Duties. I would rather have it in the report where you 
can give a little more of an explanation of what your rationale is. As 
a former Senator, I think you would be reasonably safe. 

Senator Munpr.. We have your assurance that if we put it in the 
report insofar as you are concerned you will think about it the‘same as 
if it were in the bill? 
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Secretary Dutuss. Yes. 
Senator Munpr. That is in black and white. 

Secretary Duties. Yes. 

Senator Cuavez. Every Senator has a responsibility and you want 
to help out. But I think every Senator knows the state of mind of 
the American people, and when we go back to our own States to give 
some assurance. 

Senator Munpr. I want to be able to say that we put this in the 
report and we have the assurance of the great former Senator from 
New York that he is going to consider this not as Secretary of State 
but as a Senator. We know what that means. Thank you very 
much. 

EXPANSION 





OF PUBLIC 





LAW 480 





PROGRAM 





Senator Stennis. Mr. Chairman, may I ask one additional question. 
Mr. Secretary, the application of Public Law 480 has not made as 
much progress as it could. Don’t you think it has a future for expan- 
sion and further application in this worldwide mutual security pro- 
gram we have? What is your opinion about that? 

Secretary Duties. Personally I would prefer to see us get away 
from the necessity of having a Public Law 480 for the reason that it is 
an abnormal type of operation and it cuts across ordinary commercial 
practices. I would like to see the American farmer or producer of 
agricultural products be able to sell his stuff at a decent price in the 
world market. That is obviously what we are all working for. If 
you face the problem then, he can’t do that, are you just going to 
accumulate this stuff, and let it go to rot when a lot of people i in the 
world are starving? Then I think your balance swings over in favor 
of doing something with it. I think a great deal depends upon what 
the actual condition is of our agriculture. If it gets back so you get 
rid of these surpluses and there is a healthy market, then I would get 
out of it. I do not think it should be looked upon as a permanent 
part of our economic structure. But I think it may be the lesser of 
evils for some little time to come. 

Senator Srennis. It has been demonstrated that it does have a 
field of operation if the need for it is great enough. 

Secretary Duties. That is right. But I look primarily at the 
need in terms of the need of the American people for it, and the 
almost moral requirement of not letting stuff go to rot when there 
are a lot of millions of starving people in the world. 

Senator Cuavez. Thank you very much. 

Senator ELLeNpER. I want to direct one question to Mr. Hollister. 
Senator Cuavez. Very well. 







LETTER FROM BUDGET BUREAU DIRECTOR 


Senator Extenper. Mr. Hollister, when you appeared before the 
committee some time ago, I asked that certain information with 
respect to the so-called Brundage letter be submitted. You answered 
that you had received such a letter. 

In this letter in the second paragraph, the second to last sentence, 
Mr. Brundage says— 

For all appropriations, however, there should be a critical analysis of all 
activities and advantage should be taken of possiblity for reductions. Appor- 
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tionments in all cases should be consistent with allowable sums being used in 
planning the 1959-budget. 

The question is, will you tell the committee what are the allowable 
sums that you are presently using in planning vour 1959 budget? 
Have you those figures? 

Mr. Houuster. In planning the 1959 budget? 

Senator ELLeNpD=R. Yes. 

Mr. Houutsrer. Senator, | don’t think we could give you definite 
figures on those until we know what is going to happen in 1958. 
Obviously, if the Congress should cut our requirements for 1958 in 
one way, it would probably require that we would ask the Congress 
to appropriate more for 1959, and vice versa. Is that what you 
mean? 

Senator ELLenver. I understood that these allowable sums would 
have to be known so as to keep the expenditures for 1958 not greater 
than 1957. 

Mr. Houuisrer. I would not want to get into 1959, Senator, until 
we know what is going to happen in 1958. 

Senator ELtenper. All other departments are being asked that 
question. 

Mr. Houitster. Yes, sir 

Senator ELLenper. Last year, out of $2,213 million provided for 
military assistance, you were only able to obligate $1,674,200,000. 





NATURE OF FOREIGN AID PROGRAM 


Houuister. Let me point out if I may the difference between 
ae kind of operation we conduct and that conducted by most of the 
departments. Most of the departments have annual expenditures 
that can be clearly defined. So many people to employ, such and such 
a job to do. We have these current continuing programs. Our pro- 
gram, just like that of the military, is like a river. It flows along. 
You can slow it down a little. You cannot divert it suddenly. You 
can’t dam it up quickly. You can’t turn on the faucet suddenly. 
If 1958 should be greatly reduced by the appropriations, that would 
mean obviously, assuming that the President still has the same foreign 
policy which he is now conducting, further requests for 1959. ‘Tt 
would mean speeding up later a program which might have to slow 
down now. 

Senator E_tenper. I am asking you these questions because | 
wonder whether or not the President is going to apply the same yard- 
stick to foreign aid as he has to everything else. That is what I had 
in mind. 

Mr. Houutster. Might I read you what Secretary Dulles said to 
this very committee on July 17, when he was asked very much the 
same question, I think by Senator Robertson, with respect to the 1958 
figures. He said 
It is my intention and that of the President to carry out in fiscal year 1958 a 
mutual security program substantially along the lines and: in the amounts out- 
lined by the President in his message to Congress of May 21, subject to the 
appropriations approved by the Congress. 

The Secretary goes on to say 


I read that statement of Mr. Brundage before coming here and he said he con- 
sidered that statement entirely consistent with this letter. 
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Senator ELtenpER. What about cutbacks in that? Are any :on- 
templated? 

Mr. Houutster. Senator, I do not quite know what you mean. 

Senator ELLENDER. We are going to find out, perhaps soon, that 
the will of Congress will be bypassed by the executive department. 


PROCEDURE ON MILITARY APPROPRIATION BILL 


Senator Cuavez. I think I know what the Senator has in mind. 
I handled the military appropriation bill. The House cut it down 
$2.5 billion. We put back $971 million. The day before we went to 
conference, they said they did not need it. They cut down 100,000 
men. If we put back the money that you want put back in this bill, 
we are not going to face that kind of thing when we go to conference 
with the House? 

Senator ELLenprerR. That is exactly what I was trying to bring out, 
Mr. Chairman, and I am glad you pointed that out. Last year when 
the foreign-aid bill came up, I made an effort to cut $275 million from 
military assistance. When the votes were counted, we lost by four 
votes. Here on your own you have cut back $538 million. So that 
puts Congress in a pretty bad light. A lot of Senators voted for this 
whole program that you suggested and yet you voluntarily cut it 
back $538 million. That does not sit right with the Members of 
Congress who voted for the whole program. That is the point I was 
trying to bring out. What I would like to know is what you and 
the military intend to do on the Brundage letter. If you want to 
answer further, you may. 

Mr. Houuister. That is the only answer I have. 

Senator ELLENDER. That is why you did not answer before now. 

Mr. Houuister. I don’t understand the question. 

Senator ELLENDER. I inquired about it and there was no answer 
forthcoming. 

Mr. Houuistrer. Did I fail to answer something I promised you to 
answer? 

Senator ELLENDER. Yes, sir. 

Mr. Houuisrer. I am sorry. 

Senator Cuavez. I do not know who is going to handle this, this 
afternoon, but Senator Hayden wants to proceed at 2:30 on the Far 
East countries. 

Senator ELtuenpsErR. That is at my request, Mr. Chairman. 

Senator Cuavez. You might contact the agencies affected to see 
who we will have. 

Mr. Houutster. 2:30 this afternoon? 

Senator CHAvez. Yes. 

Mr. Houuister. You don’t want me to return necessarily? 

Senator Cuavuz. Not necessarily. 

Mr. Houutster. I will be here if you wish. 

Senator Eiuenper. I think we need a detail of the Southeast 
Asian expenditures. 

Mr. Houuisrer. Yes, a 

(Thereupon at 1:05 p. m., a recess was taken until 2:30 p. m., the 
same day.) 
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ArTeR Recress—2:30 P. M. (Avuaust 19, 1957) 


Far East Procram 


STATEMENT OF RAYMOND T. MOYER, INTERNATIONAL COOP- 
ERATION ADMINISTRATION, HOWARD P. JONES, ACTING 
ASSISTANT SECRETARY OF STATE FOR FAR EASTERN AFFAIRS, 
AND COL. HARRY H. CRITZ, DEPARTMENT OF DEFENSE 


Formosa, South VIETNAM, AND KOREA 


Senator ELLaNDER (presiding). The committee will come to order. 

This afternoon we are going to go into the details of the programs for 
the Far East and the Pacific. 

Mr. Jones. I might say that Assistant Secretary Robertson 
regretted very much his inability to be here today. As a matter of 
fact, he has been trying to get away for a brief vacation and he 
actually left over the weekend. 

Senator ELLu=nDeR. He appeared before us some time ago and gave 
us a general statement. The committee would like now to go into 
a little more detail. 

Mr. Jones. Yes. This is a question on which I think Mr. Moyer 
is prepared to comment. 


EFFECT OF CUTS ON KOREAN PROGRAM 


Mr. Moyer. Mr. Chairman, J might take first Korea. Of course, 
the amount allotted to ‘any country would require perhaps a little 
more detailed examination than we have so far given, but we have 
given the matter of cuts resulting from the recent House action 
considerable thought. Under the amounts that would be available 
as passed in the House Appropriations measure, the amount we think 
might properly go to Korea That is in contrast 
to ———— that we have requested and compares with $300 million in 
1957. In other words, it is reduced approximately ———— 

That means, Mr. Chairman, that as far as Korea is concerned, we 
believe, first, we have to do what is nec essary to provide supplemental 
assistance to the Armed Forces. This —-—— would provide a bare 
minimum for the import of commodities. It would provide nothing 
further. 

Senator ELtenper. Is that the amount that would be allocated to 
Korea if the House figures were adopted? 

Mr. Moyer. Yes, sir, for defense support. 

Senator ELyenpER. That is what I am talking about. 

Mr. Moyer. Yes, sir. 

Senator ELLEeNnpeER. I notice that as of June 30, 1957, you had an 
unexpended balance of ——-—. Would you discuss that with us? 





TOTAL IN PIPELINE FOR NONPROJECT ASSISTANCE 


Mr. Moyer. Yes, sir. I thought we had finished Korea the last 
time so I do not have my figures on Korea close at hand. That 
amount is made up first of all of two parts. There is approximately 
$153 million in that pipeline of nonproject assistance. That is, for 
salable commodities. 
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Senator ELuenper. Are those commodities that have been pur- 
chased and are on the way for use in Korea? 

Mr. Moyrr. Whether the orders have been fully let for all I don’t 
know, but the funds have been obligated and have been planned for 
specific purposes. 

Senator ELLeNDER. When you say obligated, what do you mean by 
that? Has a contract actually been entered into and signed, or is the 
money set aside for the purpose of obligation? 

Mr. Moyer. That means we have agreed with the Korean Govern- 
ment to use this money for specific purposes. Part of the orders have 
been actually let for precise purposes. Probably some of them have 
not yet been let in the way of orders. 

Senator ELtenprer. Why is that? 

Mr. Murpny. | am John Murphy, ICA controller. I might shed 
some light on this. When Dr. Moyer says that these funds are 
obligated, he means that procurement orders have been issued from 
the United States Government to the Korean Government which 
authorizes them to allow their importers to place orders with suppliers 
for our account. In other words, the Congress has decreed that the 
maximum amount of imports should be done in commercial channels 
and we are actually trying to carry that out through private importers 
in Korea placing orders with exporters in the United States. 

Senator Ettenper. How much of this $359 million is in that 
category? 

Mr. Moyzr. About $153 million. 

Senator ELtenpEeR. What about the balance of that? What is the 
status of that, that is, the difference between the $153 million and 
$359 million plus? 

Mr. Moyzr. The balance of that is for projects agreed to with the 
Korean Government, for which funds have been obligated in prior 
years since the beginning of the program, and for most of which 
contracts have been let; but expenditures have not yet been made, 


FLOUR MILL PROJECTS 


Senator ELLENpDER. Can you give us an example? Do those three 
or four flour mills come in that ‘category? 

Mr. Moyer. I believe the flour mills are fully constructed; or at 
least I was in one which was fully operating. There might be a 
small unexpended amount but I think not. One big item would be 
the fertilizer plant. 1 don’t have the precise figures, but only a part 
of the funds obligated for that project has so far been expended. 

Senator ELLENpDER. How much trouble would it be to get us a list 
of the projects in that category? I understand that some of this 
money has been accumulating for quite some time and that some of 
the contracts have been canceled. The money then made available 
was used for other purposes agreeable to us and to the Korean Gov- 
ernment. I guess you do find that in all countries. 

Mr. Moyer. Yes, sir. 

Senator ELLENDrER. Could you tell us the length of time this money, 
that is, any part of the $359 million has been on hand? 

Mr. Moyer. It would be the difference between the $153 million 
and the total figure. For defense support projects, it would be 
$194.5 million, approximately. The balance represents largely unex- 
pended funds for technical cooperation projects. 
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Senator EiLtenpeR. What is the longest period of time you have 
had money on hand for these projects? 
Mr. Moyer. Approximately $25 million of the unexpended funds 
for projects goes back to 1955. That is fiscal year 1955. The rest is 
subsequent to that time. 


FUNDS FOR REHABILITATING RAILROADS 


Senator ELLenperR. Is any part of this money set aside for the pur- 
pose of expanding or rehabilitating the railroads and highways? 

Mr. Moyer. Very little for highways. There is a substantial 
amount for railways, partly to improve the tracks and bridges and so 
on, but quite a large amount for replacement of old locomotives with 
diesel locomotives. The reason we are doing that, incidentally, is not 
only that the old ones are getting almost impossible to use, but we 
find a considerable saving. We estimate that in less than 2 years we 
can save in fuel costs and so on the cost of the new diesels. So there 
is a substantial item for that purpose. 

Senator ELLENDER. You mean in this $359 million? 

Mr. Moyer. In the $194.5 million. 

Senator ELttenpeR. Which is the part we are talking about. 

Mr. Moyer. Yes, sir. 


PURCHASE OF SECONDHAND STREETCARS 


Senator ELtLenpDER. As I brought out some time ago, there was quite 
a bit of this money used to buy secondhand streetcars from | think, 
Los Angeles and other big cities. Is there any money in here to be 
used for that purpose? 

Mr. Moyer. In this pipeline? 

Senator ELuenpeR. That is what I am speaking of. 

Mr. Moyer. May | check down this list? 1 don’t think so. 

Senator ELLeENDER. Would it be possible for you to furnish us a 
list? You seem to have one before vou. 

Mr. Moyer. I have a list. 

Senator ELLENDER. Suppose you tell the committee how this 
$359,443,000 is being or will be spent. 

Mr. Moyer. Yes, we can do that. 

(The information referred to follows:) 


KOREA 


Summary of unliquidated defense support obligations, estimates as of June 30,1957 


{In millions of dollars] 
Amount 


Total unliquidated DS obligations - - a . t 351. 0 
Project assistance Se i : zs 194. 5 
Nonproject assistance_ : St. 153. 1 


' Includes $3,400,000 for OEC dependent housing, which is excluded in breakdown below. 


Detailed composition of unliquidated DS project and nonproject obligations is 
provided in the tables that follow. 
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Unliquidated project obligations, estimates as of June 30, 1957 


{In thousands of dollars] 


Amount 
Project title unliquidated 


Agriculture and natural resources_ 


Irrigation development : 
Fishing boat construction ‘ ‘ 3, 200 


Industry and mining (excluding power) 46, 800 


Mine development_- Spree 4 Pulses Se Bat 3, 250 
Telecommunications expansion i mig ttl mm okt 5, 200 
Central telephone exchange - ‘ 2, 000 
Rehabilitation of telephone plan ant _ 1, 000 

Ist fertilizer plant _ oo # oe ; 16, 200 
2d fertilizer plant bere: veo ee 1, 000 
Straw pulp plant --_- ; MaBUS od 2, 250 
Spun rayon spinning pl: ant 1, 000 
Small industry development Pe rean 1, 500 
Medium industry development pay as <del aa _13, 400 


st 13, 123 
Construction of Tangen-Ri, Masan and Samchok thermal plants_- 
Rehabilitation of Youngwol thermal plant 
Rehabilitation of Chongpyong Dam__-_ 
Rehabilitation of Hwachon Dam 
Rehabilitation and improvement of power distribution system ___ 
Rehabilitation of power transmission system - 

Plant rehabilitation services __ 


Transportation Deets She ie Se 72, 391 
Railway rolling stock - _- Fa a eee ih = 2, 512 
pen Welmeneet O02. 23 oe ee ried. 1, 600 
Railway construction bab 5 1, 382 
Railway transportation, KN R coal and } LS b 48, 000 
Railway transportation, diesels____--_- oe Saye e 12, 000 
Highway bridge construction Sih Swen. sheds ate 2, 096 
Port and harbor rehabilitation ____-___- : 1, 401 
Inchon port rehabilitation _ - - -- nce wet Salalle soto te alates 1, 000 
Street paving and bridge construc tion. 


Health and sanitation 


Waterworks rehabilitation_ 
Disease control 
Construction of sanitary wells- 
Hospital facilities construction -_ - - 


Education 


Rehabilitation of Seoul National University ___- 4 - 1, 900 
Classroom construction_______-_~- auentisiaeae eer 1, 150 


Community development, social welfare and housing bees 8, 647 


Public health relief 
Housing construction _ - 
AFAK (Armed Forces assistance to Korea) 
ROK office building 


Subtotal ieee eb bicnate Shintaecks ' ad 
All other projects !___. ea ; meena 35, 284 


Total 194, 495 
1 Includes projects with estimated June 30, 1957, unliquidated obligations of less than $1,000,000, 











Se ee ee eee ee OS SSS i ee eo 


Or OOO Nwewim! 


0 
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Unliquidated nonproject obligations, estimates as of June 30, 1957 


{In thousands of dollars] Amount un- 
Commodities liquidated 
Surplus agricultural commodities... . 2.4 ~ <i sénuaedesswntcuwsusens $17, 649 












meses grains a. cc emaeath pe too aka el ened be ee 3, 724 


(Pearee. araitie 2202 UL cL Oe bie Oe. eae 5, 113 
Mew: cO6bON obs He cen ou. Janse ee Sa ee 7,013 
POOR BRE: BE Biacke ds eed iis indo an telens been bedtiennsw sala 752 
UG ATIC re a 840 


RI wl ee os ree wo wpe cre we mann eae et eee 207 
















em feed, end fertitiag’. . 1 ii. -cLivte.neaskiens ceed Bee ee 32, 570 
UIE «oi ax <2 tax x: des ee waits bones aie ae sick fe ok ed cand eceiah tt cadet cleo 26, 657 
IE oso om os sh ee ow 0: de cag cece tins to oie hice ee 5, 895 
GPO oc k eu the dk Joe a che ubeb eae ee ate a oot 18 








waa dee e de LeU Ot AD oe Ok. he ee 27, 348 
ae andl veidted fiveie. . - . . bo ee ww a eee nee 4, 579 
Pewrobeums and wring... bo ee a So ek 22, 769 








Raw materials and semifinished products ____-..._.......---------- 49, 178 





Paeridatad Dan pesteme is 65 dy ters ee ete eet <a be ~ cece 12, 574 
Iron- and steel-mill materials _-_-._........-_------ alice ceimadbciiiial 5, 778 








Chemicals and slated products. ..... ~~. < we pecsecuccnsagen 15, 053 
Nonferrous metals__ -- -- Sig's HHL ED Set Dole i oe Se eae 2, 393 
Pues 0) PRNOR LC. 22) Seoul oyu cos a eee ae 6, 520 
Lumber and lumber products _ Bin Hajnth acd dapsé~ 44 <n ane 4, 382 
Nonmetallic minerals_____-------- 4 ns xr ee ela it carts od salad et 1, 776 


Other 





a silted ahi oi diner tp bn egal anette n aipialiadal sitio a =e eieiailate 702 


Machinery and vehicles_---.....--.--- a A Accel A ee ela oe 17, 991 













ecetrical apparatus. . ... ~ << on ngnginncdence neg eeoheeeatneeae 2, 572 


Generators and motomes.2 2 aie wud 240s Bese aie dL es<t 682 
Machinery and equipment... .~ - ssic.gadenduse-dusds-bewsnois 13, 254 
Motor.vehicles, engines and perth. sesmescsn kd seevaenonsdee 1, 399 


Railroad-transportation equipment -_--_......----_-------- 84 





Biscellancous and unclassified: i. fo usd kid ee 8, 321 









Scientific and professional instruments - - - - -- ii 1,114 
Miscellaneous commodities for education and scientific ES 180 
Sapber and rubber: provtacts=.'.. 252. 25 SO. ea ees 6, 610 
i ~ se Te BE A Boil e P1iSi Js Stwssseoik Boa. 417 











OOo OS OOO 6H SOS OB OOS OREO ES OE BESS = ose ees 153, 057 ‘ 





"SOOO... cea bile 


Mr. Moyer. Might I at this point just mention this. I have 
already referred to the amount for commodities. That will take us 
into 1958 for support of the military and for local currency support 
of projects which we have started in the past and intend to carry 
through. However, we need the additional amounts to get ready so 
that there will be no lag in meeting essential requirements when those 
funds are used. 








REDUCTIONS IN 1958 PROJECTS 









On the projects that we have just been talking about, we have 
already reduced in the 1958 proposal, by a substantial amount, the 
amount for projects. As compared with the $98 million in 1957, we 
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are proposing in 1958 —-——. So we have already made a significant 
reduction in the amount we ere proposing for projects in 1958. 

Senator ELLENDER. You say you have made a significant reduction, 
Do you mean from prior years? 

Mr. Moyer. Yes, sir. 

Senator ELLENDER. When you say that, you take as a yardstick, 
I presume, the amount that you proposed in 1958 which was ———? 

Mr. Moyer. ——— in total, including technical cooperation. 

Senator ELtenpeER. That is the amount that was suggested. You 
say that amount of ———— will be reduced by the House figure to 
what? 

Mr. Moyer. To ———. 


COMPLETION OF DAM IN KOREA 


Senator E.tenper. How much of the money included in the 
———— will be used to complete the dam that is now being constructed 
in Korea? 

Mr. Moyer. According to our present estimates, Senator, there 
would be nothing left to purchase further equipment or supplies 
abroad. There would be a bare minimum left to help carry local 
currency costs. But there would be nothing left with which to pro- 
cure additional equipment abroad. 

Senator ELLENDER. Have you enough funds on hand to complete 
the Hwachon Dam that was destroyed “during the Korean war? 

Mr. Moyer. Yes, sir, that has been fully funded. 


ERECTION OF THERMAL PLANTS 


Senator Ettenper. As I recall you erected two thermal plants? 

Mr. Moyer. No, sir, three. 

Senator ELLENDER. Has that all been funded? 

Mr. Moyer. I think not, Senator. 

Senator ELLeNDER. How much of the money requested will be 
needed to complete the funding of those three plants? As I recall, 
two of them were completed. I visited them. 

Mr. Moyer. I would have to check the detail. We have in the 
proposed - , approximately $2.5 million. A tae is incorrect. 
The Tangin- Ri plant, the one right near Seoul, are still lacking 
$400,000, “which is iacluded in the 1958 proposal. 

Senator E:tenper. That is a thermal plant. 

Mr. Moyer. That is right, sir. As I mentioned there were three. 
Whether any of this other money for power is to complete the other 
two, | would have to check to find out. We have in the neighborhood 
of about in total for different forms of power. 

(The following information was submitted :) 


$500,000 is required for the rehabilitation of Yongwol plant. 
ELECTRIC POWER RATES 


Senator ELLENDER. What success have you had in the past 6 or § 
months in getting the Legislature of Korea to increase the rates on 
power? As I recall, the electricity was being sold in the fall of last 
year below cost. I have been informed it is still below cost, even 
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though: there was an increase made in January of 1957. 
care to comment on that? 

Mr. Moyer. Your information is correct. The electric power is 
still being operated at below cost. I might say, however, you are 
also correct that there had been an increase made. That was at the 
end of December 1956. They made quite substantial increases in 
the whole range of activities that the Government controls. I might 
mention that this includes their monopolies of cigarettes and tobacco 
and salt. Increases were made in all of these. But in the case of 
power the increase was still insufficient to meet the operating costs. 

Senator EttenprEr. Isn’t there some method you can employ to 
force the members of the general assembly to raise those rates? I 
think it is unconscionable, Doctor, for the Government to permit the 
sale of electricity at a rate which is less than cost. 

Mr. Moysr. The increases which were made at that time increased 
the power rate on the average of about 100 percent. 

Senator ELLenpeER. They are still getting it for practically nothing. 
Our representatives out there said that they had been working for 
many months in order to force the President as well as the general 
assembly to raise the rates. 

Mr. Moyer. They were working at that. I know you also talked 
to the President about it. 

Senator ELLENDER. I surely did. 

Mr. Moyer. They felt that the action taken at that time was as 
far as the assembly could go at the time. We are still pushing it. 
Just recently a new effort has been made to take this up again. In 
fact, we have been at it constantly. Just when another action can 
be taken we can’t predict at this time, but I can assure you it is a 
question we have not forgotten and that we are trying to get the 
rates up. 


Would you 






















LOSS IN OPERATION OF POWERPLANTS 








Senator ELLENDER. Then would you be able to state to what extent 
we are now subsidizing the users of electricity in Korea in dollars? 

Mr. Moynr. I do have figures here of the estimated operating 
loss. They are in terms of Korean money, but it is approximately 
$10 million. 


SUBSIDIZATION OF TRANSPORTATION 





Senator ELLENDER. Would you be able to tell us what the subsidy 
amounts to or has amounted to in the past in transportation? 

Mr. Moyer. We have figures on that. Our best estimate is that 
they are operating at a loss of approximately double that of the electric 
power for the system as a whole. 

Senator ELLENDER. $20 million? 

Mr. Moyer. Somewhere in that neighborhood. 

Senator ELLeNpER. That is at the present time. I was told by the 
manager of the railroad that in 1955 1t amounted to a figure between 
37 and 40 million dollars. 

Mr. Moyer. That certainly is true. May I add this, Senator Ellen- 
der, that compensating for that—as I said the Government has 
monopolies over what you might call luxuries such as cigarettes and 
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tobacco—increases in that have brought them a profit approximately 
equal to the losses in power and transportation. 
Senator E.tenper. I know, but that does not help us too much. 








LOW WAGE AND SALARY RATES 


Mr. Moyer. It means this, I think. I am sure you know that one 
of the reasons that the Assembly and the Government have found it 
difficult to move on this is the extremely low wages and salaries paid 
to Government and other people. They have felt in a sense that 
they could compensate for that by having low rates in some of these 
public utilities, On the other hand, in such things as cigarettes and 
tobacco, which are more or less of a luxury, they are operating at a 
substantial profit, and the profit they are making on these about 
balances the losses on the other, It seems to me that the two bear 
some relationship to each other. 


POLITICAL QUESTION 


Senator ELtenpER. How can anybody justify the United States 
building a plant to generate electricity, repair their dams, all at our 
cost, and then have to subsidize the actual expense of operating those 
plants? I don’t see how anybody can justify that. Of course, we 
all know that it is a pelitiee! enediak in Korea, and the legislature 
will not raise the rates as long as their election depends on their 
action. That has been the source of the trouble all the time. 

Mr. Moyer. I believe it has been an important source. The only 
thing I can say, Senator, is that they have their problems. I think 
there is some logic in the way they have approached this. I do not 
agree fully with it and we are trying our best to get the rates increased. 
Furthermore, the trend is in that direction. There has been a very 
substantial improvement made. Just as in Taiwan, now, not only 
are they not operating at a loss, but they have now agreed to a flexible 
arrangement for rates which takes into account amortization. I 
think it is on a satisfactory basis. 

Senator ELtenpErR. That is what ought to be done and should be 
done now in Korea. 

Mr. Moyer. We have to work with these countries. We cannot 
always impose our will. It takes time and I believe we will reach 
that point in Korea. 


LOANS TO PRIVATE BUSINESS 





Senator ELLeNpDER. Doctor, will you also set out in the statement, 
if you will, the amount of money that is being advanced in order to 
assist private business? Are we making loans out of the counterpart 
funds which have been generated through the sale of commodities? 

Mr. Moyer. Let me put it this way: Out of this $194.5 million in 
defense-support projects we have quite a substantial amount that is 
owned and operated by private enterprise. We have helped to finance 
the construction of these plants. I don’t think that in any case we 
are helping to subsidize their actual running operations. 

Senator ELttenper. No; I did not say that. I said advances made 
through a revolving fund created from counterpart funds generated 
from the sale of goods furnished by us. 
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Mr. Moyer. Quite a substantial amount of the plants represented 
in this figure are under private management. 


LACK OF FUNDS FOR NEW FACILITIES 


Senator ELLENDER. Will any of the money requested for Korea be 
used for small business or to erect facilities such as the ones we have 
just_ been discussing? 

Mr. Moyer. Not for any new facilities because there won’t be any 
money for new facilities. 

Senator ELLENDER. It will be just to complete the old ones? 

That, I imagine, would include, as I remember, 13 cotton mills that 
were either repaired or reinstated. First it was done by the Govern- 
ment and then I was informed last year that the Government was 
able to find someone to take them over. I presume that all of that 
has been attended to. It is no longer in the hands of the Government, 
but it is.in the hands of private enterprise. 

I was informed that all of that was consummated some time last 
year, because I had complained about it the year befere and they said 
they were in the process of making arrangements to transfer this to 
private enterprise. 

Mr. Moynr. A lot of them were formerly Japanese owned and the 
government took them over and they had gradually to find a way to 
get them into private hands. 

Senator ELLenper. I know that it was rather difficult to get some- 
one to operate them. I was told that was the reason why it was so 
slow in getting on the way. We were having difficulty in finding 
people in Korea to operate them at their own expense in view of the 
fact that things were not stable there. However, now with Korea in 
good shape, producing more food and fiber than she ever did in the 
past, this return of stability ought to make it possible for all of the 
small businesses that were formerly owned and run by the Govern- 
ment to be now operated by private enterprise. 

Mr. Moyer. If there are any left at all that are still operated by 
the Korean Government, it is a very small number. 


PROGRAM IN JAPAN 


Senator ELLenpDER. Now let us discuss Japan. I notice you are 
requesting —-—-. Why is it necessary to have any kind of program 
in Japan? You will remember I took the matter up with ICA. I 
think I produced enough evidence to show that this program was 
almost shoved into the laps of the Japanese. As I predicted, it is 
being increased. It is true that it is not very large now, but it is 
going to grow if we keep it up. Will you justify that program in 
Japan for us? 

Mr. Moyer. I might start by saying, and Mr. Jones, I am sure, can 
bear this out, that this program is continually, as are all programs, 
under review. As you know, there recently has been appointed a 
new Ambassador there. The director of our mission now also is a 
new man. Both of them before going to Tokyo went carefully into 
this whole question and are continuing to go carefully into it in Japan. 
There is no desire to do anything there on anybody’s part except what 
is believed to be in the United States interest. 
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At the beginning this started largely with our initiative, but I might 
say that as of 1957 the Japanese contribution in total has come up to 
nearly $1 million, showing an increasing interest. Japan’s interest is 
also shown in other ways, but I give that as an example. 

The reason in a nutshell is that Japan faces serious difficulties ahead. 
Of that there is no doubt at all. They still are getting from excep- 
tional United States spending there, for troops and various things, 
somewhere between $400 and $500 million dollars. That is not going 
to go on forever. We have already made plans to withdraw a part of 
the troops and presumably others will be withdrawn in due course of 
time. United States spending will stop. This is an effort while we 
still have time to help Japan take some steps which are going to be 
necessary in order to provide against the time when they don’t have 
the income from this special dollar spending. It seems to me that 
this is a very good investment. ‘That is the basic reason for it. 









JAPANESE 





PROSPERITY 


Senator ELLENDER. You are giving the same reasons that were 
advanced for some of these programs in any country. In my recent 
visits to Tokyo and ail of Japan, I never saw such unbounded pros- 
perity. Three vears ago it was said that Japan would need a lot of 
financial. help, but they have worked out of all of that and today 
Japan is in fine shape. I obtained from the former Ambassador there 
the information that this program of technical aid which is now in- 
creasing was actually forced on Japan. It strikes me that with this 
bill being cut as much as it will be that this money could be used 
more advantageously in other countries who may be less prosperous 
than Japan. 

Mr. Moyer. May I mention one factor, Senator. What you say 
about general prosperity was true at the time vou were there. I have 
some figures here for the first 4 months of 1957. I am sorry I don’t 
have the balance of them because as I understand it, the same trend 
is continuing. Beginning in January, instead of having a net favor- 
able balance of payments, Japan had a $14 million deficit, and in 
February the deficit was $63 million. For the first 4 months, Japan 
had a $189 million deficit in its balance of payments and a lot of that 
represented purchases in the United States. Japan’s foreign exchange 
reserves during this period have gone down by almost $300 million. 

Senator ELLENpER. The point is that Japan was in fine shape when 
the program started. That is why I argued against it. 










IMPORTANCE 





OF JAPAN 


Mr. Moyer. I would like Mr. Jones to comment on this because 
they are the ones in charge of policy, but I would say that it could 
snowball if things really got bad in Japan. Japan is so important to 
our interests that if things really went bad, we might have to do some- 
thing about it. What we are trying to do here is through technical 
assistance to help them take the steps which will help prevent that. 

Mr. Jones. Yes, Mr. Chairman, we would agree with that analysis. 
As a matter of fact, Japan’s recovery, like that of Germany, has been 
truly remarkable. It was only a few years ago that United States 
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spending in Japan, both the actual Government spending and the 
private ‘spending of the soldiers, was meeting a Japanese deficit of 
about $800 million. As Dr. Moyer has pointed out, that is now down 
to about half. The Japanese economy has absorbed that deficit. 
This is a tremendous ace Saran -7e which has been made possible 
by the hard work of the Japanese and by the conditions in the world 
market which would take almost anything that was offe red. But 
with the withdrawal of our troops, the Japanese are running into a 
different period when they may face serious difficulties. 


WITHDRAWAL OF AMERICAN TROOPS FROM JAPAN 


For instance, the First Cavalry Division is moving to Korea 
This trend is going to continue. While the Japanese are politically 
desirous of our troops leaving the country; they recognize the result- 
ing economic problems they will face. I should like to emphasize 
that the ob a ‘ctive of this small technical assistance program is preven- 
tion instead of cure. It is to head off the kind of situation that might 
require an aid program later. Although the program is small, in our 
opinion it is effective. It has done a good deal to assist Japanese 
plants in certain fields, to modernize their methods to reduce their 
operating cost and to operate on a more satisfactory basis. 

Senator ELtenper. We could learn a lot from them. 

Mr. .Jonns. That is true. 

Senator Ettunper. They are able people. 

Mr. Jonus. That is true. They are. 

Senator ELLENpDER. It is my contention that bringing in aid of this 


kind is going to make them more and more dependent on us and the 
first thing you know if things keep on getting bad, we will be called 
on to furnish more than we would like to. 


UNEXPENDED BALANCES IN LAOS PROGRAM 


You have requested ———— for Laos for fiscal year 1958. You 
have unexpeaded balances in Laos of $25,046,000. Would you be 
able to tell us what those unexpended balances represent? 

Mr. Moyer. That is divided into two broad groups. That includes 
the nonproject assistance, the salable commodity type of tbing, about 
$17.5 million. The balance is in equipment and supplies and machin- 
ery for different projects, of about $6.6 million. 

Senator ELttenprer. What kind of projects are those? Are those 
roads? 

Mr. Moysr. A substantial part is in roads. In fact, a great part 
of it is for that. 

Senator ELtenper. How about the ferry across the Mekong? 
Do you have anything in for that? 

Mr. Moynr. Nothing new. How much of that has been actually 
paid out, I am not sure. But by this time the work is nearly com- 
pleted. I think actually the ferries are there. If they are not there, 
they are just about there. 

Senator ELLENDER. They were to be completed and there is no 
new money for the purpose of expanding. 

Mr. Moyer. No, sir. There is some new money to help with 
other roads, but not that particular project. 
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Senator ELtenper. If the House figures are adopted, how much 
are you going to allocate to Laos? 
Mr. Moysr. The present thinking is that it would be 





TAIWAN PROGRAM 


Senator ELLENDER. I notice that you have an unexpended balance 
of $107,494,000 in Taiwan. Will you tell us what that represents? 

Mr. Moyer. Yes, sir. That breaks down as follows: $33.1 million 
for salable commodities and $70.3 million for the project component 
of the defense support program. In other words, for machinery, for 
power development, for fertilizer factories, for some smaller industries, 
the unexpended balance adds up to $70.3 million. 

Senator ELLENDER. The rest is for commodities? 

Mr. Moyer. The $33.1 million is for commodities. 

Senator ELLeNpER. The difference between $33.1 and $107 million 
represents the amount of money for various projects. 

Mr. Moyrr. What is the total figure? 

Senator ELLENDER. $107,494,000. 

Mr. Moyer. That is right. The difference is for the projects. 
But the $107,494,000 includes $4,050,000 for technical cooperation 
projects. 

(Discussion off the record.) 


POWER RATES IN TAIWAN 


Senator ELLENDER. Are you running into any difficulty getting 
the power rates raised in Taiwan? 

Mr. Moyer. In Taiwan? 

Senator ELLENDER. Yes. 

Mr. Moyer. We have had very good success there. 

Senator ELLunpEeR. Much better than Korea? 

Mr. Moyer. We now have an arrangement under which there is a 
formula by which the rates change automatically. The formula 
takes into account not only operating cost, but amortization as well. 
It provides for amortization in the rate structure. 

Senator ELLeNprErR. The fact that about 96 or 97 percent of these 
facilities are actually owned by the government, I presume that this 
amortization and all the profits that are generated go to the treasury 
of the government so as to help sustain it? 

Mr. Moysr. They would. 

Senator ELLeNpgER. I remember discussing rates with Mr. Chang, 
and he indicated at the time, that they were having difficulty in 
getting the legislature to raise the rates. However, I understand that 
has been straightened out recently. 

Mr. Moyer. In April I think the action was actually taken. 

Senator Cuavez. What happened? What did you do on that 
question? 

Mr. Moyer. First we have been talking about it for years and years. 
This is not the first increase. There were increases before. We kept 
after it. During my last trip there in my call on President Chang, I 
mentioned this and I said I hoped he would take an interest and he said 
he would be glad to. The Ambassador has taken an interest in it. 
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(Discussion off the record.) 

Senator ELLenpeER. I am satisfied if the assembly in Taiwan does 
impose a bigger rate, that it will mean some relief for us. 

Mr. Moyer. That is what we are after. 


POLICY ON WAGE RATES 


Senator ELLenpER. The same thing goes for the small businesses 
there. What steps are you taking to see to it that those who obtain 
assistance from us respond to the needs of the people by paying them 
a fairly decent wage? 

Mr. Moyer. The one specific thing we have done is to provide on 
our own staff a position for a labor adviser to study these problems. 
I can’t say to be truthful that a great many advances have been made 
so far. But we are interested in that and we have taken some steps. 

Senator ELLENDER. Doctor, you know what the charge is out there. 
You hear all around that these programs help those able to help them- 
selves, but the needy are neglected. 

Senator Cuavez. Yes, the rank and file. 

Mr. Moyer. This is the problem we are working on. On the agri- 
cultural side in which about half the people of the island are involved, 
we have done a great deal. I would go further and say I doubt if 
there is a rural household in Taiwan that has not directly benefited 
from these programs. 

LIVING CONDITIONS 


Senator ELLenpER. I want to say this to you. When I was out 
there, I was informed that living was cheaper and better under the 
Japanese than now. They ode buy things cheaper and they could 
get more to eat than they are presently getting. That is something 
that should not be occurring if our aid is doing the proper job. 

Mr. Moyer. That was true when I was there in 1951 to a still 
greater extent, but I doubt whether that is true today because a good 
deal has been done. 

Senator ELLENpDER. That is in the last 6 or 8 months or maybe a 
year. 

Mr. Moyer. There might be some who would still say that. 
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REFUGEE PROBLEM ON TAIWAN 


Mr. Jones. It must be remembered that this little island, which is 
only about twice the size of Long Island, has a population of 10 
million. There are 1% million refugees from the mainland. With 
United States assistance it is also attempting to support a tremen- 
dously large army. 

Senator ELLENDER. We are doing that. 

Mr. Jones. We are doing that primarily. But, getting back to the 
question you raised earlier, the economy of Taiwan would be a sound 
economy if it were not for the 1% million refugees and the army: 
As time goes on we think the Government will be able to repay the 
money borrowed. 

TOTAL AMERICAN PERSONNEL 


Senator Cuavez. I think the Army is ————-. Why do we have 
American personnel up to 10,000? 

Mr. Jones. The von for the Army are — . 

Senator Cuavez. I do not know. That is the figure the y gave. 

Mr. Jones. The number of American personnel was in response to 
requests for assistance. 

Senator Cuavez. Who requested it? 

Mr. Jones. Actually in the State Department we only have slightly 
less than 50 out there. 

(Discussion off the record.) 


PER CAPITA INCOME AND GROSS NATIONAL PRODUC) 


Senator Dirksen. Every government has burdens and debts and 
responsibilities of its own. ‘T measure against per capita income or 
gross national product. Their gross national product is only $108 
per capita. Raising electric rates, frankly I think we are going to 
have to play along with that situation. You do not have any tax 
base out there. What do vou squeeze out of a fellow if he has $108? 
That would be an average figure. Some would be below that line, 
some would be above. 

You asked about the benefits not dribbling down to these working 
people. It is so much easier I think for the Government to take it 
away from the manufacturer after he gets it and they take it away 
from him out there because that is an easy job. But collecting taxes 
in Taiwan with such a low gross national product is really a chore 
and you have no revenue base to speak of. So when you talk about 
upping a rate to liquidate a project, when you think about upping 
rates, of people who are at the penury line, it is impossible. I have 
been out to take a look on a number of occasions as between now and 
the Japanese. That was a completely controlled economy from the 
top. It is in a sense a free economy today. When you administer it 
as such, you just have to depend on the tax collec ‘tor to get a little 
money. Their living index has jumped from 100 in 1952 to 158 last 
year. In proportion as the average peasant has to buy, ‘the Govern- 
ment has to buy, too. The Government has to pay its civilian workers 
In Tai-pei if it pays on that basis it is a hard economic goal. When 
you raise rates just to liquidate a loan project, you are doing so in the 
face of real difficulties. 
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Senator ELtenprErR. They ought to do what we did in the early days, 
Senator Dirksen. Use candles and coal oil if they can’t afford 
electricity. 

Senator Dirksen. Youhave to have electricity for your installations. 

Senator ELLENDER. I understand that. But they are able to pay 
for it. ‘The man who makes the meter there, he is able to pay. 

Senator Dirksen. And they probably take it away from him. At 
least I got that impression. 

Senator ELLENDER. There is more than one way to get around the 
tax collector there. We have spent money there to string wires all 
around the island and across the island. I suppose that Taiwan is as 
well electrified as some of our areas in this country. 

Senator Cuavez. Such as the REA. 


AIR AND NAVAL INSTALLATIONS 


Senator Dirksen. You have a naval installation at one end. You 
have the air installation at the other end. At the far end you have 
Taipei which is a military installation. As McArthur said, it is a 
floating air carrier. We are going to have to have juice out there. 

Senator CHavez. You have to have somebody pay for it. 

Senator Dirksen. The average citizen gets little benefit, but it is 
there because we will need it if the eventuality ever arises. Do you 
agree with that, Colonel? 

Colonel Crirz. Yes, sir. 


OPERATION OF SHIPYARD FACILITIES 


Senator ELLENDER. What are we doing with the shipyard facilities 
that we erected there? J understand that they have been turned over 
to an American firm. 

Mr. Moyer. Yes, sir. It is an actual fact. There is a firm by the 
name of Ingalls that 

Senator ELLENDER. That is the one | heard of. 

Mr. Moyer. They now have a contract with the Government to 
handle the whole business there. 

Senator ELLENDER. At a profit to the Government? 

Mr. Moyer. I do not know the terms of the contract. 


OPERATION OF GRAIN ELEVATOR 


Senator Ettenper. I do hope it will get us out of that business 
and that it will operate profitably for the Government because it is 
all owned by the Government. We put up most of the money to 
put them in shape. In that same area right across the little bay there 
we put up a huge elevator; is that being operated by us still or do 
they have their own people operating it. 

Mr. Moyer. You mean the grain elevator? 

Senator ELLENDER. Yes, it is an elevator that we built. 

Mr. Moyer. I am afraid that I am not familiar with that. 

Senator ELLENDER. | wish you would find out about that because 
I understood they would be able to handle it themselves and get us 
out of the business. We are not only operating the elevator there, 
but all the grain that went into that elevator came from us to supply 
flour mills we were erecting to grind the flour. 
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Mr. Moyer. I might say when we talk about salable commodities 
for Formosa, that is what these are, with just a very small exception, 
Practically all the nonproject aid we supply is in the form of surplus 
agricultural commodities. 


SITUATION IN THAILAND 


Senator ELLenpeEr. [ don’t want to go into too much detail, but 
I want to find out a little about Thailand. I notice you have $48 
million in unexpended balances. What does that represent? Thai- 
land is a prosperous little country. We are giving considerable 
economic aid, in addition to the military aid. 

Mr. Moyer. I have $40.4 million. 

Senator ELLENDER. I have $48 million. 

Mr. Moyer. That includes TC. 

Senator Eittenper. I do not care what it is. I am giving you the 
full amount. 

Mr. Moyer. Let me take first the defense support unexpended 
balanee of $40.4 million. That is broken down into nonproject 
assistance of $7.7 million. That is salable commodities of different 
kinds. In projects, about $32.7 million. 

Senator ExLeNnpER. What kind of projects are those? 


POWER PROJECTS 


Mr. Moyer. First of all there are some power projects in here, of 
about $5.5 million. I might mention the International Bank is 
giving a very considerable loan to develop their long-range power 
plan. We are helping to fill in the interim certain very urgent 
requirements. 

Senator ELLENDER. You mean building new thermal plants? 

Mr. Moyer. Both thermal. One is upcountry and one is in 
Bangkok. 

Senator ELLENDER. To what extent are we assisting in that 
endeavor? 

Mr. Moyer. This $5.5 million I mentioned is assistance which we 
are giving 

Senator ELtenpER. What percentage is that of the total cost of a 
plant like that, do you know? 

Mr. Moyer. I suppose this provides the total dollars of cost of 
the equipment. 

Senator ELLenpER. Where does the bank loan come in? 

Mr. Moyer. That is for a large dam. That is a totally different 
project. This is interim stuff. 

Senator ELLtenper. I notice you had programed - for that 
country. How much will you cut that back should the House figure 
prevail? 

Mr. Moyer. The present proposed ———— of defense support will 
go back to ———— 

Senator ELLenper. You have ——— here. 

Miss Gransy. May I comment on that? In estimating the effects 
of the House appropriations action, we distributed the overall reduc- 
tion in defense support by country because of its serious impact on 
these programs in the Far East. In the case of technical cooperation, 
however, the Far East’s share of the worldwide cut would be less 
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serious and we appraised its effect on the region as a whole, rather 
than by country. It would be helpful to us therefore, in assessing 
the impact of the House cuts if the committee would permit us to 
confine our comments to the effects on the defense-support program 
only. 

Senator Cuavez. What about being helpful to the committee that 
has the responsibility of appropriating the money? 

Miss Gransy. I can answer the question for technical cooperation 


alo. For technical cooperation we requested ———,, for the Far 
East, and under present calculations that amount would be cut back 
to ———._ Which particular countries will bear the onus of the cut, 


or whether all would share equally, was left for determination at a 
later date. 


EFFECT OF FAILURE TO RESTORE CUTS 


Senator CHAvEz. Suppose the Senate would stick by the House 
figures and give you the ———— instead of the other figure. What 
are you going to do about it? 

Miss Granby. If that is all that will be appropriated I am afraid 
we will have to accommodate ourselves to it. 

Senator CHavez. Suppose you accommodate yourself; what are 
you going to do about it? 1 know you girls like to accommodate 
yourselves, but how are you going to do it? 

Miss Granpy. We would cut back the aid level in each country by 
a certain amount. 

Senator CHavez. How long have you been with the Government? 

Miss GranBy. Twenty years, sir. 

Senator Cuavez. That is quite long. 


CAMBODIA PROGRAM 


Senator ELLENDER. I have only two more countries. In Cam- 
bodia, you have $32 million of unexpended balance and —-——— in 

our proposed 1958 program. For what purpose is this unexpended 

alance to be used? 

Mr. Moyer. The unexpended balance, in this case, is largely 
nonproject aid. There is about $20.7 million in commodities in the 
pipeline. For projects it is about $9.2 million. 


RATE OF EXCHANGE 


Senator ELtenpEeR. Would you care to comment on the charges 
made about the rate of exchange of riels? 

I was informed that the official rate was around 32 or 33 riels per 
dollar, but those dollars could be taken to Hong Kong where 105 riels 
could be obtained for that $1. What have you done to correct that 
situation? 

Mr. Moyer. First of all, the rate in Hong Kong and Bangkok 
has fluctuated, but it has been as high as 90. 

Senator ELtenper. And 72 or 75 in Bangkok. 

Mr. Moyer. It has fluctuated. I believe even in Bangkok it went 
up as high as 80. This is less true of Cambodia than it is of Laos and 
Vietnam. But all of these currencies are closely related so what you 
say about one roughly applies to all of them. What the rate is in 
Hong Kong or Bangkok does not necessarily mean what it is in the 
country, because there is only a limited amount of transactions in 
those cities. 
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PAYMENT OF RENT IN DOLLARS 


Senator ELLenper. I realize that, Doctor, but the point I am trying 
to¥make with you is this: We were paying rent in Cambodia on 2 
buildings of $1,000 a month in American dollars. The owner of 
these 2 “buildings, or 1 of them, was a rich banker there, and he could 
take that $1,000 a month and convert it to riels and get 3 times what 
the official rate was. I heard a lot of complaints there ehouh that. 
The principal complaint was that our aid helped those able to help 
themselves and the poorer people suffered more as a result. 

Mr. Moyer. It might be that we paid a few rents in dollars. I am 
not familiar with that. I am not sure whether we did. I do know 
that our program is not handled in that way if we make money avail- 
able for salable commodities. They never get their hands on the 
money. They can present an order to a bank in the United States 
and we deposit the money there when the documents are in order, and 
the bill is paid. As I say, there possibly could be a difference in rents, 
although I would strongly doubt that. 

Senator Exnenper. When ICA rents a building out there, how do 
you pay? 

Mr. Moyer. Usually out of local currency in counterpart funds. 

Senator ELtenper. At the official rate? 

Mr. Moyer. At the official rate. But we pay in local currencies 
and not dollars. 

Senator ELuenpER. Will you check on those two buildings? 

Mr. Moyer. I would be glad to do that. This is in Phom Peuh? 

Senator Eritenver. That is right. 

(The information was not supplied at time of printing.) 


VIETNAM 


® Senator ELtenper. I notice that you have unexpended balances 
in Vietnam of $216,716,000. Will you give us a breakdown of how 
that money has been obligated and how it will be used? 

Mr. Moynr. Yes, sir. That figure includes technical coopera- 
tion. .May I first give the figures. for defense support? The defense 
support unexpended balance is $211.9 million. That breaks down 
as follows. A large part, $163.3 million, is in nonprojeet salable 
commodities. Iam taking first the defense support which is $211.9 
million. 

Senator ELtenper. I got it as $216 million. 

Mr. Moyer. Technical cooperation is in that. For nonproject 
salable commodities the unexpended balance is $163.3 million. For 
project equipment, supplies and contract services there is about $48.6 
million in the pipeline. 

Senator ELtenper. What kind of equipment is that? What is 
the purpose of that equipment? 

Mr. Moyer. A great deal of it is for highways. 

Senator ELLeENDER. What else? 

Mr. Moyer. For highways and bridges material there is around 
$6.3 million 
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CONSTRUCTION OF COLLEGE 


Senator ELLENDeER. How much of this money is being used to 
build the college north of Saigon? 

Mr. Moyer. The agricultural college? 

Senator ELLENDER. Yes. 

Mr. Moyer. I don’t have the precise figure. 

Senator ELLENDER. I criticized our administrator there for having 
a program of three experimental stations. I felt that one would do 
the work. What has been done about that? 

Mr. Moyer. Mr. Senator, we think that the three are justified. 

Senator ELLENDER. I can’t see how, Doctor. You have one in 


the highland, one in a little higher land, and one on top of the 
mountain. 


Mr. Moyer. That is right. 


EXPERIMENTAL FARMS 


Senator ELLENDER. Why establish separate experimental farms 
when you don’t have the technicians there to operate one? That is 
something I never could understand. 

Mr. Moyer. However, these stations are not experiment stations 
in the same sense as the big experiment stations in this country. I 
think, Senator Ellender, in Louisiana they have a number throughout 
the State, but one central station because you have to apply “these 
principles in different parts of the country. That is what this is. 

Senator ELLENDER. I know, but the point is that South Vietnam 
is so small compared to our area. The principal crop there is rice. 

Mr. Moyer. The ones I am talking about are animal stations. 

Senator ELLENpeER. Yes. 

Mr. Moyer. Largely water buffalo, hogs, and poultry. 

Senator Eruenper. How many would you actually build? Are 
you going to go along with three experiment stations? 

Mr. Moyer. [ would not go along with 3 basic experiment stations, 
no, but I don’t think these 3 are basic experiment stations. 

Senator ELLENDER. How many do you have that are basic? 

Mr. Moyer. I think there is only one basic station and the others 
are applying the principles in different types of regions. For instance, 
one of them is near Saigon. I forget the precise name of the place. 
That is the basic station. The other is in the highlands where the 
conditions are different. 

Senator ELLENDER. The main one that I visited was on fairly high 
land. It was about midway between the northern boundary of the 
country and the southern tip of it. IL won’t say it was mountainous 
country, but it was fairly high land. 

Mr. Moyer. The land there is higher than in Saigon. But one is 
really up in the mountainous territory. It is a new area they call the 
high plateau which is now being developed. The conditions are 
different from those in the lower lands. 


COST OF STATIONS 
Senator ELLENpER. How much are you spending on those three 


stations? 
Mr. Moyer. I don’t have the precise amount. 
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Senator ELLeENpER. They have no technicians to operate them. 

Mr. Moyer. We have one technician. We are expecting at most 
to have a total of three, and we think that will be sufficient to help 
them do it. 

Senator ELLENDER. I wish you would put in the record the cost of 
building those stations. 

Mr. Moyer. We will be glad to do that. 

Senator ELLeENpER. And the same thing with the college you are 
building. 
Mr. Moyer. Yes, sir. 
(The information requested follows:) 


Since fiscal year 1955 we have provided $691,520 to cover the dollar costs and 
the equivalent of $1,204,520 to help meet the local currency costs of the projects 
including the experiment station. The Vietnamese Government, itself, has 
contributed the local currency equivalent of $1,222,650. 

During the same period, $314,600 has been provided for dollar costs and the 
equivalent of $939,530 for local currency costs of the agricultural college. The 
Vietnamese Government has contributed the equivalent of $377,800. 












TOTAL FUNDS 





FOR NEW PROJECTS 


Senator ELteNpER. How much of the ——-— million requested for 
1958 is for new projects? 

Mr. Moyer. In our present figure we have ——-— for projects. 

Senator ELLENDER. What kinds of projects are those? 

Mr. Moyer. A substantial part is to continue repair and recon- 
struction of roads and bridges. 













REHABILITATION OF REFUGEES FROM NORTH VIETNAM 





Senator ELtenpEerR. That is the reason I asked you that question. 
I commended very highly the work that was done there to rehabilitate 
the refugees from North Vietnam. I thought a good job was done. 

Mr. Moyer. We appreciated your saying so. 

Senator ELLENDER. I said soin my report. The point that I made 
to our representative there last year was this. Since we had spent 
around $38 million to rehabilitate around 800,000 refugees, it struck 
me that the amount necessary should be reduced by that amount. 
But he said no, we had other programs. Although we had fairly 
good rock roads to connect the cities or towns and villages within 
South Vietnam they wanted to blacktop them. Why should we doa 
thing like that? Can you tell me? 

Mr. Moyer. Yes, sir. 

Senator ELLENDER. You proceed. I rode in my own State for 20 
years on a lot of gravel roads. Why should we spend money there 
in order to give them blacktop roads that they themselves ought to do? 

Mr. Moyer. When I am through, I would like Colonel Critz to 
comment, if he cares to. 

Senator ELteNnprER. I guess the military is involved in it? 

Mr. Moyer. Yes. 

Senator ELuenpeR. | knew that. That is vour excuse. You have 
good blacktop roads and those blacktop roads are to be used to connect 
the towns and villages. That is the trouble with a lot of people 
representing us abroad. They find some ways and means of spending 
the money and meking these people want that money and that is how 
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they get it. I traveled on roads there better than those we had in 
my own State 25 years ago. 

Mr. Moyer. I have not seen, Mr. Senator, the stone roads in 
Louisiana. 

Senator ELLenpER. We have gravel roads there. 

Mr. Moyer. I was thinking years back. There are two things 
about these roads in Vietnam. The days in Louisiana you are talking 
about, they didn’t run tanks and heavy trucks on them. 

Senator ELLENDER. They won’t run any tanks on the ones they 
are repairing there now. 


CONSTRUCTION OF ROADS 


Mr. Moyer. We think that they will. At least some of them are 
being built so they can accommodate the kind of military equipment 
which we are providing through the military program. There is only 
one road there to my knowledge that we are helping on now which is in 
reasonable repair, and that has a lot of bad spots in it, It is a road 
of 19 miles in length extending from Saigon to a junction point called 
Bien Hoa. This is a road through which all the traffic going north 
and east leaves Saigon. It comes up to the junction pomt and the 
roads goes off to the east, north, and also toward the southwest. This 
has been so strategically important a road that we felt it was necessary 
to help them construct a road that would carry heavier traffic. 


TOTAL FUNDS FOR ROADS 


Senator ELLENDER. How much do you have in this appropriation? 


Let us take first the backlog of unexpended balance of $216 million. 
How much of that is for roads? 

Mr. Mover. I have that figure in this file. In the backlog we 
have $17.3 million, approximately. 

Senator “Ev LENDER. For roads? 

Mr. Moyer. Yes, sir. 

Senator ELLENDER. How much do you have in the new money? 

Mr. Moyer. In the new money we have planned ———— 

Senator ELLENDER. I understood that there would be about $38 
million. So it is about —? 

Mr. Moyer. In these two figures, yes. We think that these roads 
are a good investment from the United States point of view. They 
are getting better military equipment. Unless they get at least 
halfway decent roads, they can’t use it. I was in Formosa and I 
remember the chief of MAAG telling me that the new trucks were 
being banged to pieces in no time at all going down the old roads. 
The highways planned in Vietnam were worked out in very close 
conjunction with the military. We think they are a good investment. 

Senator ELLENDER. I wish I could get people to think of our own 
country when it comes to public waterways. There is talk about 
curtailing our programs while we expand our foreign-aid programs. 

Mr. Moyer. We are expanding it, but starting from almost nothing 
and expending in a modest way. 

Senator ELLENDER. You mean in Vietnam? 

Mr. Moyer. Yes. 
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Senator ELLunppR. You have spent quite a few hundred million 
dollars in South Vietnam up to now. 

Mr. Moyer. In total. 

Senator ELLenpgER. That is right. If we keep on being liberal with 
them and just give them all that their hearts desire, you w vill find them 
dependent on us from here on out. That is just ‘what I fear. The 


people who have been rehabilitated are now demanding a blacktop 
road. 


Mr. Moyer. We have no plans to do it. 

Senator EtuenpER. No; but you will do it. You have your eager 
beavers out there searching for projects. 

Mr. Moyer. We have no plans at all regarding that road. I hava 
been over that road, too, and we have no plans to improve it 


EFFECT OF HOUSE REDUCTIONS 


Senator E,tenprur. How much do you propose to cut the fiscal 
year 1958 allogation, if the House figures are adopted? 
Mr. Moyer. That total includes technical cooperation. The 


present plan is to cut the defense suppoft figure from ———— to 
——. We might be able to keep down inflation though this is 
doubtful. We had in our original plan ———— for salable commodities 


alone. This is ———. 

Senator E.LenpeER. The rice crops are good, are thev not? 

Mr. Moyer. They are fair. 

Senator ELLenpER. The fish crops are good. What we are trying 
to do is to give them a way of living which is different from what 
they are accustomed to. That is why so much money is being spent 
in that area 

Mr. Moyer. This money is not going to raise standards of living. 
I would like to give these figures to emphasize that costs are con- 
stantly under review. Colonel Critz’s mission out there has been 
taking the lead in this. This is the money which we have made 
available to the military over the past 2 years, and what we plan to do. 

Senator ELLeNpeR. You mean defense support. 

Mr. Moyer. No, sir, directly for the military budget. 

Senator 11 LENDER. You mean out of this $216 million? 

Mr. Moyer. Yes, sir. 

Senator ELLENDER. I am familiar with that. It is just a form of 
economic aid. 


SUPPORT FOR MILITARY BUDGET 


Mr. Moyer. Yes. For that purpose in 1956 we made $178 million 
available for the military budget. In 1957 that came down to -, 
and we were planning in 1958, what our military advisory group be- 
lieves is a rockbottom figure. 

Senator Etnenper. How much do you figure for soldiers there? 
Do you have the number? 

Colonel Crirz. Yes, sir. We have the exact number of troops 
and the limit which we will support was established and agreed to 
last year. That figure here of the budget requirement has been 
computed on that limit alone and no more. 

Senator ELLtenperR. Is that for pay and what else? 
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Colonél Crirz. It is for budgetary requirements in the military 
budget. It'is across the board—pay, uniform manufacture, and 
those things. 


Senator ExLenDER. How much. is the local country putting ~~ 

Colonel Crirz. Their defense budget for fiscal 1957 is ——-—- 

Senator Ertenprr. How much of that is counterpart funds? 

Mr. Morrr. Approximately 90 percent has come from counterpart. 

Senator ELLENDER. So that they are putting up 10 percent. 

Mr. Moyer. Roughly. 

Sen pH ELLENDER. And we are putting up the difference. 

Mr. Moyer. Yes, sir; this has been gone over very carefully by the 
military mission and by our mission, and checked by the Ambassador 
and his staff, and we fecl that this amount is necessary in order to 
maintain this size military force in Vietnam. 


MALARIA ERADICATION 


Senator Ettenper. At this point in the record I wish to incorporate 
the statement by Eugene P. Campbell, M. D., Acting Chief, Public 
Health Division, International Cooperation A: lministration on 
Malaria Eradieation. 

(The statement referred to follows:) 


Senator Carl Hayden posed the following question, and asked Dr. Campbell 
to prepare an answer, and to testify before the committee: What is the possibility 
of using counterpart funds, especially Public Law 480 funds, in the prosecution 
of the malaria eradication project? 

Mr. CuatRMAN. The answer is that Public Law 480 funds can be used and 
to the best of our judgment we have planned for their use to the maximum extent. 

There remains, however, the need for the use of $23.3 million for insecticides, 
house spraying equipment, some automobile equipment and some expert technical 
advice, items which cannot be purchased with local currency. 

To give a more.complete answer to this question, we should like to insert into 
the record a full description of this project, as well as a short summary statement 
prepared for this committee by Dr. Charles L. Williams, Jr., in my absence. 

The studies for this project necessitated making contact with the proper au- 
thorities in more than 60 countries, as well as the staffs of such international 
organizations as the Pan-American Sanitary Bureau, World Health Organization, 
and the United Nations’ Children’s Fund. These contacts have been maintained 
throughout this study period, in order to make certain the nature and amounts 
of the resources needed to achieve success in this project. 

It quickly became evident that, although 88 member nations of the WHO 
ratified the resolution of 1955 to eradicate malaria, suecess cannot be achieved 
unless this Government makes a substantial and effective contribution. 

We find in the lesser developed countries, where malaria is most prevalent (see 
world map of malaria), that the governments of these countries are able to con- 
tribute local funds to. cover the cost of labor, local administration, and other 
miscellaneous costs. (See table 2, p. 132, line 1, Sixty Nations of Free World 
[Exelusive of United States].) 

These same lesser developed countries do not manufacture insecticides, house- 
spraying equipment nor automotive machinery, and are not able to supply the 
dollars to procure these manufactured products, which one finds mainly produced 
in this country. They cannot be purchased with Public Law 480 currency; it 
takes dollars! Our contribution of these dollars is extremely important and 
essential to suecéss. Making available larger amounts of local currency will not 
decrease the need for dollars. A few illustrative examples of unit-cost data are 
given in exhibit I of Dr. Williams’ summary statement. 

There are a few countries, such as Bolivia, Pakistan, Laos, and India where 
there will be a need for additional local currency. This local currency can be 
provided and we have planned for some to be provided through the operations 
of Public Law 480. You will see in the full description of this project, beginning 
on page 123 of the presentation book with the heading “The Fiscal Year 1958 
Program,” a statement regarding the financial aspects of this project. In addition, 
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in table 2, on page 132, under ‘‘Loan capital,’ you will note that $12.9 million 
equivalents, or approximately 10 percent of the first year’s worldwide needs, 
would come from Public Law 480 loan capital. 

The $23.3 million is a bedrock figure for the dollar needs of the program. From 
a total of more than $44 million in valid requests for the first year of operations, 
we have sheared the amount down to $23.3 million for a variety of reasons; such 
as: Inadequate local administrative machinery to carry out the program; first-year 
limitations on the availability of trained personnel; tolling-up time; the ability of 
our own manufscturers to meet peak requests, etc. 

We are confident that we have presented a solid rockbottom proposal which 
makes sense administratively, technically, and financially. There is an element 
of urgency in this matter due to the fact that mosquitoes are developing resistance 
to insecticides in some areas. If, through lack of dollar funds, we are required 
to move too slowly with this project, a serious resistance problem is certain to 
develop and eradication may become economically impossible. As a public health 
physician, I should like to express my feelings and those of my colleagues that 
it will cause us deep and serious concern and possibly may cause irreparable 
damage to this great project if sufficient funds are not provided under special 
assistance so that the full amount of $23.3 million can be made available to carry 
out this most important program. 


Senator ELuenprEr. Is there anything else you gentlemen would 
like to add to what you have already stated? 

Mr. Moyer. No, sir. 

Senator ELtenpER. You are satisfied with the record as it has been 
completed? 

Mr. Moyer. Yes, sir. 


LETTER FROM FORMER PRESIDENT HARRY S. TRUMAN 


Senator E.tenper. At this point will be inserted a letter from 
Congressman Carnahan of Missouri, transmitting a letter from 
former President Truman. 

(The letter referred to follows:) 


House or REPRESENTATIVES, 
Washington, D. C., August 19, 1957. 
Senator Cart HaypeEn, 
Chairman, Committee on Appropriations, 
Senate Office Building, Washington, D. C. 


Dear Senator Haypen: I thought you might like to have a copy of a letter I 
received from former President Truman to include in the hearings on appropria- 
tion for the mutual security program, which provides his particular comment re- 
lating to the development loan fund. 

With high regards, I am, 

Sincerely yours, 
A. S. J. CARNAHAN, 
Member of Congress. 


INDEPENDENCE, Mo., August 8, 1957. 
Hon. A. 8. J. CARNAHAN, 
United States House of Representatives, 
Washington, D. C. 


DEAR CONGRESSMAN CARNAHAN: I am glad to give you my views on the devel- 
opment loan fund. 

I think it is an excellent proposal and deserves the strongest support. 

If we are to keep the billion people and many new nations in the underdeveloped 
areas of the world on the side of freedom, we must help them in their efforts to 
move forward. The development loan fund is the most practical idea to do this 
which has been advanced. I regard it as a valuable and necessary supplement to 
the point 4 program of technical assistance. 

As you know, the essential ideas involved in the loan fund have been developed 
on a bipartisan basis in a number of studies by able private citizens, by the 
Senate Special Committee on Foreign Aid and by the House Foreign Affairs 
Committee. The fact that the specific proposal has been advanced by the Lisen- 


MUTUAL SECURITY APPROPRIATIONS, 1958 659 


hower administration should not lessen the support of any Democrat for it. I 
have always taken the position that the mutual security program—which is 
absolutely vital to our own security—should be supported on a wholly non- 
partisan basis. I believe that in this matter President Eisenhower also supports 
that bipartisan attitude. 

I hope that on this program Democrats in the Congress will also lay aside all 
partisanship and support it vigorously—especially those Members on whom I 
could always rely for traditionally strong backing of sound foreign policy measures. 

I particularly hope that they will support the 2-year provision agreed upon by 
the conferees. It seems to me to be a perfectly sound method of financing this 
sort of a loan fund over a bare minimum period if the fund is to have the assurance 
of continuity it ought to have. 

Sincerely yours, 
Harry 8. Truman. 


Senator ELLENDER. In response to a request by Senator Dworshak 
the following information has been submitted for inclusion in the 
record: 


LEGISLATIVE AUTHORITY COVERING THE UsE or Pusiic Law 480 Loca, 
CURRENCIES 


(See p. 615) 


Foreign currencies accruing under sales agreements executed under title I of 
the Agricultural Trade Act of 1954, as amended (Public Law 480), are authorized 
for use under the provisions of section 104 of that act which is quoted below: 

“Sec. 104. Notwithstanding section 1415 of the Supplemental Appropriation 
Act, 1953, or any other provision of law, the President may use or enter into 
agreements with friendly nations or organizations of nations to use the foreign 
currencies which accrue under this title for one or more of the following purposes: 

‘“(a) To help develop new markets for United States agricultural commod- 
ities on a mutually benefiting basis; 

“‘(b) To purchase or contract to purchase strategic and critical materials, 
within the applicable terms of the Strategic and Critical Materials Stockpile 
Act, for a supplemental United States stockpile of such materials as the 
President may determine from time to time under contracts, including ad- 
vance payment contracts, for supply extending over periods up to ten years. 
All strategic and critical materials acquired under authority of this title shall 
be placed in the above named supplemental stockpile and may be additional 
to the amounts acquired under authority of the Strategie and Critical Ma- 
terials Stockpile Act. Materials so acquired shall be released from the 
supplemental stockpile only under the provisions of section 3 of the Strategic 
and Critical Materials Stockpile Act; 

““(e) To procure military equipment, materials, facilities, and services for 
the common defense; 

“‘(d) For financing the purchase of goods or services for other friendly 
countries; 

“(e) For promoting balanced economic development and trade among 
nations; 

““(f) To pay United States obligations abroad; 

“(g) For loans to promote multilateral trade and economie development, 
made through established banking facilities of the friendly nation from which 
the foreign currency was obtained or in any other manner which the President 
may deem to be appropriate. Strategic materials, services, or foreign cur- 
rencies may be accepted in payment of such loans; 

“‘(h) For the financing of international educational exchange activities 
under the programs authorized by section 32 (b) (2) of the Surplus Property 
Act of 1944, as amended (50 U. S. C. App. 1641 (b)). In the allocation of 
funds as among the various purposes set forth in this section, a special effort 
shall be made to provide for the purposes of this subsection, including a 
particular effort with regard to: (1) countries where adequate funds are not 
available from other sources for such purposes, and (2) countries where 
agreements can be negotiated to establish a fund with the interest and prin- 
cipal available over a period of years for such purposes. 

“(j) For financing the translation, publication, and distribution of books 
and periodicals, including Government publications, abroad: Provided, That 
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not more than $5,000,000 may be allocated for this purpose during any 
fiscal year. 

**(j) For providing assistance to activities and projects authorized by sec- 
tion 203 of the United States Information and Educational Exchange Act 
of 1948, as amended (22 U. S. C. 1448), but no foreign currencies which are 
available under the terms-of any agreement for appropriation for the general 
use of the United States shall be used for the purposes of this subsection (j) 
without appropriation therefor. 

Provided, however, That section 1415 of the Supplemental Appropriation Act, 1953, 
shall apply to all foreign currencies used for grants under subsections (d) and (e) 
and for payment of United States obligations involving grants under subsection 
(f) and to not less than 10 per centum of the foreign currencies which accrue under 
this title: Provided, however, That the President is authorized. to waive such ap- 
plicability of section 1415 in any case where he determines that it would be in- 
appropriate or inconsistent with the purposes of this title.” 
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COMMITTEE RECESS 


Senator ELLEnpER. The committee will recess until tomorrow at 
10 o’clock. 

(Thereupon at 4:30 p. m., Monday, August 19, 1957, the hearings 
were recessed to reconvene at 10 a. m., Wednesday, August 21, 1957, 
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WEDNESDAY, AUGUST 21, 1957 






Unrrep Srares SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The committee met, pursuant to recess, at 10 a. m., in room F-37, 
the Capitol, Hon. Richard B. Russell temporarily presiding. 
Present: Chairman Hayden, Senators Russell, Eliender, Robertson, 
Holland, Johnson, Pastore, Saltonstall, Young, Knowland, Thye, 
Smith, Dworshak, and Dirksen. 


MUTUAL SECURITY PROGRAM 


STATEMENTS OF LEONARD J. SACCIO, GENERAL COUNSEL; JOHN 
MURPHY, CONTROLLER; JOHN OHLY, PLANNING DIVISION, 
INTERNATIONAL COOPERATION ADMINISTRATION; HON. 
MANSFIELD D. SPRAGUE, ASSISTANT SECRETARY OF DEFENSE 
FOR INTERNATIONAL SECURITY AFFAIRS; JOHN HOLCOMB, 
DIRECTOR, OFFICE OF PROGRAMING AND CONTROL, DEPART- 
MENT OF DEFENSE; AND COL. HARRY H. CRITZ, DEPARTMENT 
OF DEFENSE 


GENERAL STATEMENT 











Senator Russeity. The committee will come to order. 

Our distinguished chairman is engaged in the Rules Committee 
this morning for at least a brief period and requested me to open the 
hearings, which I am very glad to do. 

I understand that prepared statements are available and will be 
submitted shortly with respect to the contention that there is $12 
billion available for all aspects of the mutual security program for 
the fiscal year 1958. Prior to that time, the Chair has a few questions 
he would like to ask if any witness is here prepared to answer them 
with respect to the $500 million that was taken from the original 
budget of $4.4 billion that was submitted to the Congress. Is there 
any witness here who can explain the nature of that reduction and 
where it was applied, and why it was possible to make it? 

Mr. Spracuse. Mr. Chairman, I think it would be helpful in con- 
nection with a full explanation of the $500 million reduction in the 
1957 program, if Mr. Holeomb, who originally made the presentation 
to this committee, could run through those charts. Then I think the 
charts themselves will give rise to further questions which can be 
elaborated upon. 

Senator Russeit. What is Mr. Holcomb’s title? 
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Mr. Spraauer. John Holcomb is Director of the Office of Programing 
and Control, Department of Defense. 

Senator SauronsTaLu. Following the suggestion of the chairman 

yesterday, I was in touch with the Defense Department and with the 
ICA. I think it would be helpful, Mr. Sprague, if you would introduce 
these gentlemen and tell their titles, and at the discretion of the chair- 
man have them come up to the table or be prepared to answer the 
questions and refer to the proper person, because we have 3 people 
from the Defense Department here and 3 from the ICA. 

Mr. Spracus. I am here from the Defense Department, as is Mr. 
Holcomb. Col. Harry Critz is the Deputy Director of the Office of 
Programing and Control. 

Mr. Saccro. Mr. John Murphy, our controller, and Mr. John Ohly, 
our Deputy Director in charge of planning. I am General Counsel of 
ICA. 

Senator Pasrorr. Would the chairman be kind enough to give us 
a predicate of this $500 million we are talking about? 





REVISION OF BUDGET REQUEST 





Senator RussseLy. May I say they seem, to be rather remot ely 
connected with the issues we have. I was unable to attend an earlier 
hearing and it may be somewhat of an individual request. If the 
Senator from Rhode Island wil! recall, the original budget submiited 
by the executive branch for the foreign assistance program was in 
the sum of $4.4 billion. Before the legislation was sent to the Con- 
eress, the President reduced that by $500 million. I want to find out 
just how that came about and whether it was due to decreased demand 
or for economies or for repricing of articles that would be taken from 
our own Defense Departiment and delivered to foreign countries. I 
don’t think it would take very long and T think it might be helpful 
to us to start at the beginning of the budget. 

Senator Pastorn. I am completely in accord with that. I merely 
wanted to know the predicate for it. 

Mr. Hotcome. Mr. Chairman, the principal reason which permitted 
us to use the $500 million, formerly in the pipeline, for actual consump- 
tion in the year 1958 is because of reductions that have been made in 
the siadnistestinn lead time. This issue has been under discussion 
in connection with the total amount of funds required to carry on the 
program from one year to another. This does not affect the normal 
lead time for the actual production of items or the many months 
required to take an item out of stock, rehabilitate it through a careful 
rehabilitation process, and ship it to its distant destination. This can 
best be shown by this series of charts which I will briefly summarize. 

This chart represents the time when funds appropriated are made 
available during the fiscal year to the military departments to procure 
or obtain from service stocks the items required for the program. 
You will notice that in 1956, most of the money was actually made 
available by allocation or reservation to the services near the end of 
the year. This means the actual supply process could not begin until 
March or April. 

Senator Hottanp. Who made it available? 

Mr. Hotcoms. The Department of Defense as a result of allocations 
made by the International Cooperation Administration. 
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Senator Hottanp. What I am trying to get at is who is responsible 
for timing it so that most of the money became usable only in the last 
half of the year. 
















DELAY 





IN AVAILABILITY OF APPROPRIATION 














Mr. Hoxtcomp. It is a series of events, Senator. In the first place 
because of the necessity of going through the authorization process, 
the ce, iation has not been available at the beginning of the 

fiseal yea This year it has been delayed 2 or more months. At this 
time ‘asada the programing system that we had during 1956, it was 
necessary to go through a complete refinement of that program, in 
most cases going bac k to the military assistance advisory groups in 
the field and the unified commands to get a more refined program that 
was compatible with supply action. It was also necessary to get 
funds allocated on the basis of this refined program from the Bureau 
of the Budget and the International Cooperation Administration. 
As a result, all these things affected the rate at which we were able to 
make funds available to the supplying agencies (military departments). 





NEW PROGRAMING PROCESS 












In fiscal year 1957, we started a new programing process which has 
been previously explained to this committee. Since we started it 
only last spring, we were able to make only a nominal amount of 
improvement in ‘the supply process. But even this amount, you see 
reduced the average pipeline or lead time by about 2 or 3 months and 
permitted some reduction of the carry forward funds that were neces- 
sary in the next year. 

The current program before you for fiscal year 1958, is based on 
still further improvement. In other words, starting the supply action 
= the beginning of the fiscal year instead of toward the end of the 

scal year. We can’t quite do this because we are already well into this 
fecal year. This would only have been possible if we had received 
an appropriation in July. So actually, some of the saving that we 
have contemplated here is being absorbed by the fact that we will 
not have an appropriation before the end of August. 

Senator Russeii. Which indicates deliveries? 

Mr. Hotcoms. This represents the process of starting the supply 
action in 3 fiscal years. The black portion indicates fiscal 1956. The 
blue portion represents the reduction of the administrative lead time 
that was accomplished in 1957 and the yellow portion represents the 
program that is planned with the funds that are now being requested 
of the Congress for the current fiscal year. 

Senator Russetu. That 1,500 I suppose is $1,500 million? 
Mr. Hoxcomp, Yes, sir. 
Senator Russe... Does that represent appropriations? 



















REDUCTION 





OF LEAD TIME 


Mr. Hotcoms. This represents money which would be appropriated 
as it gets into the supply channel, as it goes to the Department of the 
Army and Navy and Air Force, who are our suppliers. In other 
words, if we had had an appropriation of $2.4 billion, which was the 
original request for authorization on which this presentation was 
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based, we had planned to authorize the Departments of the Army, 
Navy, and Air Force to institute supply or procurement action at an 
early point in the fiscal year, instead of late in the fiscal year as was 
true in 1956. This would permit a reduction of the lead time, or the 
amount of funds which formerly had to be used to take care of this 
longer lead or supply time. 

Senator Russe. It represents the amount that is obligated of the 
appropriations. 

Mr. Houcoms. That is correct, sir. 

Senator Russeiu. That is directly obligated or is that a reserve 
figure? 

Mr. Houcoms. This includes both obligations and reservations. 

Senator Rosserrson. Mr. Chairman, may I ask a question there? 

Senator Russe... Yes. 

Senator Ropertson. I want to check with you on the House 
figures because I was given the House figures primarily by my col- 
league. 

Senator Russe.y. Senator Robertson, does that relate to this $500 
million? 

TOTAL MILITARY ASSISTANCE FUNDS FOR 1958 


Senator Rosnertson. Yes. The obligated and reserve carryover for 
1958 is $3,723,200,000. The House bill appropriated $1,250 million 
for new assistance, and reappropriates an unobligated carryover of 
$538,800,000, making a total of $1,788,800,000. ‘Therefore, he says 
the total military assistance funds available for 1958 under the bill 
will be $5,512 million as against the estimated expenditure in that 
year of $2.2 billion. Is there anything wrong with those figures? 

Colonel Crirz. Those figures are correct, Senator. Our carryover 
as stated by Senator Robertson, is $3.7 billion. We are asking for 
reappropriation of $538 million, and to that is added the new moneys 
which were authorized by the House to the total that Senator Robert- 
son has quoted you. That $538 million that Senator Robertson is 
speaking of relates to this $500 million that you asked about. 

Mr. Spracuer. I think, Mr. Chairman, if Mr. Holcomb can go 
forward with the figures you will see where the $500 million comes up. 


REDUCTION OF $500 MILLION BY PRESIDENT 


Senator Russeiit. What I am trying to get at primarily now is the 
$500 million taken out of the program by the President before the bill 
was sent down to Congress. 

Mr. Houcoms. As | explained, that is not a diversion of funds. 
It is merely a shortening of the lead time as represented by this 
improvement in the administrative processes. 

Senator Extenprer. Why could you not have used that sum? 
You had it on hand. You are complaining now that we are late in 
making money available and yet you had $538 million which you 
permitted to go back to the Treasury. That is something I cannot 
understand. 

Mr. Hotcoms. Because it was not required based on this funding 
cycle planned for 1957. It is required in 1958. In other words, we 
could have used that money in 1957 to do future planning, but this 
would have meant that we were buying something in 1957 that we did 
not need to buy until 1958. 
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Senator Jonnson. Does that mean we are reappropriating $538 
million more than was actually found to be necessary in 1957? 

Mr. Hotcoms. On the basis of the administrative process we were 
working against in 1957, they were required. By this. saving in the 
administrative process, which I have just discussed, we do not 
require the money. If we are delayed so that we have to make the 
funds available at a later time, then we have to provide for the extra 
period of administrative lead time, and we would require those funds, 

Senator Pastore. When did it occur to the administration that 

ou had saved this $538 million on lead time? Do I get this correctly? 
The budget estimate was already $4.4 billion. After that figure was 
formulated, then you discovered on this lead time proposition that 
you could save $538 million. When did it occur to you that you had 
saved this money? 

Mr. Hotcoms. This was developed during the winter. We estab- 
lished the procedures, got approval for them, went to the field and 
tested them in February of this year. 

Senator Pastore. When was the budget figure formulated? 

Mr. Hotcoms. The budget estimate was formulated in various 
stages during last fall. The figure was actually started in September 
am went through the review processes, terminating in November. 

Senator Pastore. In other words, this $538 million that you 
returned to the Treasury did not occur to you after you discovered 
what the action of the Congress might be. Was it done in contem- 
plation that this Congress was going to cut this figure anyway? 

Mr. Hotcoms. No, sir. This was entirely independent of that and 
was a matter of working out a new administrative process. What 
this requires is that we have to do a lot of our work, and have done 
it this spring, concurrently with the congressional review, instead of 
doing it consecutively and after the congressionsl review—the way it 
has been done in the past. 

Senator Pasrore. The witness has said that the $538 million that 
Mr. Robertson was talking about relates to this $500 million. Does 
it relate to it or is it the same figure? 

Colonel Crirz. It is the same figure, sir. 

Senator Pasrore. You used the word “relate” to it. It is the same 
figure. 

Colonel Crirz. Yes, sir. 

Senator Pasrore. In other words, this $500 million we are talking 
about should in fact be $538 million. 

Colonel Crirz. That is correct. 

Mr. Hotcoms. The figure of $500 million was our estimate about 
3 months ago as to what was going to happen as of June 30. The 
actual fact proved out to be $538 million instead of $500 million. 





QUESTION OF LEAD TIME 


Senator Rosertson. Mr. Chairman, on the question of lead time 
you will recall that on Monday Representative Passman was quoted 
as saying that 77 percent of this military assistance was a 90-day lead 
time proposition. Admiral Radford challenged that. Here is what 
Gary says on that subject: 

The military authorities tried to discount this situation by emphasizing the 
long lead time required in procuring military equipment and supplies. While 
that may be true as far as our own forces are concerned, the lead time affects 
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foreign to a much greater degree, The situation cannot be discussed. pybliely. 
The facts are that all equipment and supplies for foreign countries are purchased 
through our Defense Department and a great many of the items supplied to foreign 
countries are taken from the shelf. 

When this was discussed, a tremendous carryover from vear to year 
because of lead time was concerned, I think he ought to pinpoint it a 
little more than was done in view of the statement on the House side. 

Senator Russeitu. He has some more charts there and I assume he 
will get into more detail. 


STOCK ISSUE ITEMS 


Senator ELtenper. Is it not a fact that 77 percent of the items are 
stock issue items? I think Mr. Passman has a letter from somebody 
in the Dep artment of Defense indicating that 77 percent are stock 
issue and 23 percent direct citation items. Will you explain that? 

Colonel Crrrz. The answer is this. When he is speaking of stock 
items that is the same type of equipment being used by our own Armed 
Forces—the same aircraft, the same tanks, the same ships, parts, and 
everything else. That is what is meant by the.70 percent. The 
balance is special types of equipment not used by, our own Armed 
Forces and is procured separately. 

When we place an order on the military departments for these items, 
included in this 70 percent, the military departments accept that order 
and either agree to give it to us from the stocks they have on hand or 
procure a new item. 








REPLACEMENT OF STOCK ITEMS 
In the instances where they agree to give us the stocks on hand, they 
must buy a replacement. They buy a replacement of the same type 
or a better or newer type. The lead time in connection with this is far 
in excess of the amount stated in this particular statement by Mr. 
Passman. The 90 days he is speaking of is when we take an item off 
the shelf, after we have placed the order, and ship it. But we cannot 
take it off the shelf, sir, until the military department has a chance to 
repair or rehabilitate it, if it is a used item, and also to procure a new 
item to go back and replace it in their own stock. If these items are 
excess to the requirements of our Armed Forces, there is no money in 
this bill for procurement of those items. They are provided to the 
mutual security program by the Armed Forces without cost, other 
than the cost of repairing. Those special items Senator Ellender spoke 
of, the direct procurement items, the consumables and other special 
types of equipment, are those procured especially for the military assist- 
ance program rather than the same types which the services use. 

Senator ELLnenpER. That constitutes about 23 percent. 

Colonel Crirz. That is right. Those are special items and not the 
type used by our own Armed Forces. 

Senator ELLenpER. On the matter of stock issue items, is it not a 
fact that in the past most of the issue was from something you had 
on the shelf or airplanes and trucks that you repaired and sent to 
these people? 

Colonel Crirz. That is correct, but in most instances not shipped 
and released by the Armed Forces until they had a replacement in 
hand. 
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LEAD TIME ON REPLACEMENT OF ITEMS 


F Mr. Spracvue. In other words, our lead time is exactly the same as 
the lead time of the s service in procuring an item to replace the item 
which they are giving to the military assistance program. 

Senator ELLENDER. You have had a lot of discarded material that 
you sent abroad that you have had on hand and you did not have to 
replace because you disc arded it. 

Mr. Spracue. That is right. 

Senator ELLENDER. That is what Mr. Passman had in mind when 
he said that 77 percent of the stock issue items had a lead time of 
only 90 days because most of it is on hand. 

Colonel Crirz. No, sir; that is not correct. 

Senator ELLENDER. He produced a letter. 


DISCARDED EQUIPMENT 


Colonel! Uae . If it is discarded equipment there is no money in 
this bill to buy it, because the military departments give it to us for 
the cost of repair and rehabilitation. 

Senator ELtenpEer. When I say discarded, I mean obsolete. 

Colonel Crirz. If it is obsolete to the requirements of our Armed 
Forces, we do not request money for those items. We only request 
funds to repair them and then ship them. 

Senator Tuy. The question is what percent of the material going 
to any of the mutual-security countries or allies is not charged for? 
You referred to rehabilitating some of the equipment and that would 
not be charged for. I believe we could have very clearly in the record 
what percent of the equipment that you have shipped is not charged 
for. 

Colonel Crirz. I will have to look that up so I can get the total. 
I have it right here. There are no dollars in this program, that is the 
pe I was trying to bring out, for that. 

Senator Tuyer. I realize that. It is important to us how much of 
the obsolete equipment that you rehabilitate and make available that 
is not charged to the appropriations that we authorize. 

Colonel Crirz. Yes, sir. 

Senator Toye. You can have a lot of equipment that is surplus 
today that is around in our various installations and you can rehabili- 
tate if and put jt into channels for assistance to other countries that 
would never represent any dollar charges. 

Mr. Hotcoms. That is right. 

Senator Toye. That is the percentage I would like to see. You 
could salvage that. 

Senator JoHNsoN. Is that a substantial amount? 

Mr. Houcoms. Yes, sir; it is a substantial amount. 


ORIGINAL COST OF SURPLUS EQUIPMENT 


Senator Jonnson. I think the question is an excellent one. Maybe 
we could have the original cost of that equipment, too. 

Mr. Hotcoms. The original cost runs something about 5 percent 
of the program. We will have the exact figures briefly. 

Senator Russexy. Will you repeat that statement? 

Mr. Hotcoms. About 5 percent of the military aid material pro- 
gram, if memory serves me, and Colonel Critz is looking up the exact 
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figure, is the value of items which are excess to the needs of the 
military department. 

Senator Satronstauu.. And obsolete. 

Mr. Hotcoms. Not necessarily obsolete. For example, there is 
some type of ammunition that is in such long supply in the United 
States, as a result of the capacity generated during the Korean affair 
and continued afterward. It is still the same type of material used 
in our own forces, but because it is in long supply, and excess in terms 
of the act, it goes to our allies without reimbursement to the military 
department. 

Senator Russety. Do you have any figures on it to give us the 
dollars and cents amount of that in the last few years? 

Mr. Hotcoms. The total amount of this classified under the act 
as excess is the figure Colonel Critz is getting. 

Colonel Critz. $1,057 million total over the entire length of the 
program. 

Senator Russe. Is there any way of telling how much of that was 
delivered in the last 12 months? 

Colonel Crirz. The amount is $65.1 million. 

Senator Russexy. I got the impression, and that is one reason I 
wanted to go back to the beginning of this $4.4 billion budget, at a 
White House conference held very early in the year, that there had 
been some markdown of the value of spare parts or ammunition or 
some other equipment that was transferred and part of that was in 
the $500 million reduction. 

Colonel Critz. May I answer that? 
Senator Russe. Yes. 


AUTHORIZATION TO DISPOSE OF 





USED EQUIPMENT 


Colonel Crirz. Under section 545 (h) of the Mutual Security Act 
of 1954, as amended, in the amendment last year the Congress 
authorized us to dispose of this used equipment. I mean that the 
military department may sell it to the military assistance program at 
a price which would take into consideration age, use, and condition, 
as opposed to the old procedure where we bought a World War If 
item from the military departments at what it cost in 1942. This 
was authorized by the Mutual Security Act as amended last year. 

Senator RusseLtt. How much was involved in that? 

Colonel Crirz. Our estimated total to date is approximately $75 
million. 

Senator Russetu. So $75 million of the $500 million that was 
alleged to be a saving came about because of a repricing under an 
act passed by the Congress last year? 

Colonel Crirz. It is within the total considered; yes, sir. 

Senator Russet. I frankly had not followed this legislation as 
closely as I perhaps should when we had the first bill. This question 
of used equipment and so-called excess ammunition was a very live 
one. Senator Saltonstall and I spent many hours trying to get a 
formula that would give the Congress some slight control over the 
values placed on that. So we apparently wiped that out in last 
year’s act. 

Colonel Crirz. In last year’s act you gave us the authority to take 
into consideration those factors. 
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THREE FACTORS INVOLVED IN LEAD TIME 


Senator Dirksen. Getting back to lead time now, what we are 
dealing with is a time period that consists of three factors. The 
first one is the administrative lag, the second factor is the rehabilita- 
tion of equipment that you might have in stock, and the third is the 
time period to reacquire ‘something to take its plac e before it is shipped 
out by the services. 

Colonel Crivz. That is correct. 

Senator Dirksen. That is the lead time. 

Colonel Crirz. Yes. 

Mr. Hotcoms. The fourth time is the actual shipment time to a far 
distant part of the world. 

Senator Dirksen. That is right. That certainly does not fall 
within that assertion made by Representative Passman with respect 
to the 77 percent being within a 90-day lead time. 

Colonel Crirz. That is correct. 

Senator Dirksen. Because it does not take into account these other 
factors. 

Colonel Critrz. That is right. 


SHIPMENT TIME 


Mr. Houtcoms. The last factor of shipment time, including the 
time from the depot to the shipping point, shipping, off loading, getting 
land transportation, and so forth, is usually nearly 90 days in itself. 


All this other time is in addition to that. 
BREAKDOWN OF ITEMS TO BE REPLACED 


Senator Russetu. Do you have any figures that would give us a 
breakdown of the 77 percent of so-called on-hand items that the Armed 
Forces would not release until they had procured the replacements? 

Colonel Crirz. I do, Mr. Chairman. 

Senator Russe.tu. Let us have that. 

Colonel Crirz. The following are types, sir. Aircraft; we have 
about 10 types that are in our pipeline, not yet delivered. Among 
these are F-84F aircraft. Those actually are bought from new 
construction, Republic Aviation. The next is F-86D type aircraft. 
That is an all-weather aircraft of the Air Force which, before they 
release to us, they must have the new one coming off the line 

There are several other types of aircraft, but in the naval field 
there are P2V7 and S2F antisubmarine patrol aircraft. Those are 
coming from new procurement. There are [33 trainers coming from 
new procurement and so on. There are about a dozen types of 
aircraft. 

Then there are vessels which, as you know, are from United States 
reserve stocks and the costs in our program are the cost of repair and 
rehabilitation. 

The next type of examples, Mr. Chairman, would be tanks, for 
example, M-—47’s are in our program. They come out of the siocks 
of the Army. The Army will release those to us as they get M-48 
replacements. They have reduced all of their excesses. They are 
now buying M-—48’s. 


57 43 
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Other examples are vehicles. We have run out of World War II 
stocks of vehicles. We are now in the process of procuring vehicles 
from the military departments of the newer type as opposed to the old 
World War II type. 

Other examples are weapons such as the new 106 millimeter recoilless 
rifles. Back in the Navy field, new sonar antisubmarine equipment, 
For all of those items mentioned the military departments either pro- 
cure or will not release to us until they have a replacement on hand, 

Senator RussEe.L. That is very interesting as to the type of equip- 
ment, but what I had in mind was in dollars and cents as to what part 
of the 77 percent can be delivered without requiring a replacement in 
the hands of our own forces? 

Colonel Critz. Without requiring replacement in our own forces? 

Senator Russeuu. Yes. 

Colonel Crirz. I don’t have that, Senator. I have the total of 
these items that are presently in our program. In each instance the 
types I just mentioned were either new procurement or had to be 
replaced. 

PERCENTAGE OF ITEMS DELIVERED OUT OF STOCK 


Senator Russe.u. I can understand that, particularly some of the 
aircraft. We have here this argument about what percentage is 
delivered out of stock which you concede is 77 percent and 23 percent 
is new procurement that is not related to our own military program. 

Colonel Crirz. That is right. 

Senator Russe.u. It seems to me it is very pertinent to this dis- 
cussion to know in dollars and cents to know what percentage of 
77 percent can be delivered immediate!y from our own available 


reserves without requiring the lead time that is necessary to supply 
our own Defense Establishment with an equivalent or a more modern 
instrument. 

Colonel Crirz. Generally speaking, I cannot give you an exact 
dollar figure, but it will be a very small percentage of the total. 


TRANSFER OF SHIPS TO FOREIGN COUNTRIES 


Senator Russe.ty. On these ships we have transferred a large 
number of ships in foreign countries and we have bills to transfer 50 
or 60 more out of our fleet reserve. 

Colonel Crirz. That is right. 

Senator Russety. The only deduction from these appropriations 
for those ships is the amount that is necessary to get them out of 
mothballs and get them in operation. 

Colonel! Crirz. Yes. 

Senator Russetu. Is the value of all of those ships included in this 
$1,057 million figure you gave us? You said since the beginning of 
the program. 

Colonel Critz. No, sir: it is not. 

Senator Russe.u. That would be almost that much in that kind 
of program. 

Colonel Crirz. On original cost value, it may be. 

Senator Russeiu. There is another billion dollars that is gone in 
ships. 

Colonel Crirz. Mr. Chairman, those are on a 5-year loan basis. 
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Senator Russenn. Yes; 1 understand that. What do you think the 
possibilities of ever getting them back are? 

Colonel Crirz. I think if we were in a war and needed them, we 
probably could get them. 

Senator Russe. If other people were in the war and using them, 
we would have a very remote possibility of getting them back: That 
is not computed at all in this program which are operational and which 
we could use in the event of war. 

Colonel Crirz. That is correct. 

Senator Russert That money does not show up in any of these 
figures. 


ORIGINAL COST OF ITEMS 


Colonel Critz. The original cost of those items does not. 

Senator Russety. Where could we get those figures? 

Colonel Crirz. I could have them prepared for you, sir. 

Senator Russeuu. [ wish you would include the sixty-odd that they 
are asking for this year, and we have not yet reported out of the 
Armed Services Committee completely. 

Colonel Crirz. Yes, sir. 

(The information requested follows:) 

The acquisition of the vessels in the past programs totals $538 million. 

The vessels in the program now before the Armed Services Committee may be 
divided into three categories: 

(a) Four vessels are for sale. 

(b) Seventeen vessels are for loan with the cost of repair being included in the 
military assistance program. The acquisition cost of these vessels was $340.7 
million. 

(c) Nineteen vessels are for loan with the cost of repair being borne by the re- 
cipient country. The acquisition cost of these vessels was $361.2 million. 


LEAD TIME NEEDED 


Senator Ropertson. On this lead time, I have one other question, 
Mr. Chairman. I agree with you that it is hard to understand with 
the terrific reduction in our manpower for the use of conventional 
weapons when we are supposed to have all the conventional weapons 
that the troops now in being need, that you could not take a dollar’s 
worth of conventional weapons off the shelf and ship them abroad 
unless you put the same exact material back on the shelf For the 
sake of argument, let us assume the witness is right, you cannot ship 
a thing until you replace it. He has admitted that the figures used 
by Gary are correct. If you deduct the value to our allies of surp us 
materials and obsolete materials which are not charged against this 
program, Gary contends that you have at the rate of current expendi- 
tures a 24-year appropriation. Why isn’t that enough lead time, or 
how much lead time do you have to have? 

Colonel Crirz. Mr. Chairman, at the end of the fiscal year that 
we just completed our pipeline was $3.7 billion, the amount you 
referred to in the testimony. That $3.7 billion refers to the material 
in the pipelines. It is just about a 2-year operating level, which is 
the average lead time of our heavy equipment—when you average 
out longer lead times, it takes 2% years for vessels and 1 year for 
vehicles and 2 years for aircraft. Our whole program in the heavy 
material equipment side averages out at about 2 years. So our 
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carryover at the end of the year is about $3.7 billion, which is about 
equal to our lead time. 
As to Senator Robertson’s question on the $2.2 billion expenditure 
for fiscal 1958, even if we received the total appropriations we re- 
quested, we will still have a smaller lead time at the end of fiscal year 
1958 than the $3.7 billion we have now. 
tg Senator Rosertson. In other words, you want to keep two and a 
half years ahead of the game every year? 
Colonel Crirz. No, sir. 
Senator Ropertson. I don’t see how it adds to anything else. 
Colonel Critz. When we finish this fiscal year we will have less than 
$3.7 billion if we receive the full $1.9 billion we requested. 


REDUCTION IN UNEXPENDED BALANCES 


Senator SavronsTaLu. I would like to bring this out in another 
way. On mutual defense alone, not including the economic side, at 
the end of June 30, 1956, you had $5.8 billion in unexpended funds, 
In 1957, a year later, you had $5,549 million. In other words, you 
have come down about $300 million. If the President’s request is 
carried through, you will have at the end of 1958 $4,660 million, or a 
reduction of $900 million more in your unexpended balances. 

Colonel Crirz. That is correct. 

Senator Ronertson. Did you say beginning 1958 or ending 1958? 

Senator SauronsTaLy. Ending in 1958. 

Senator Rosertson. Beginning in 1958, you would have $5,549 
million. 

Mr. Hotcoms. I think most of my main points were taken care of 
in the questioning. 

Senator ELLENDER. Does that mean you shifted it from ———— to 
someone else? 

Mr. Houcome. That is right. 

Senator Etuenper. In other words, you deobligated what you had 
for Germany? 

Mr. Houcoms. No, sir. 

Senator ELuenpER. How did you do it? 

Mr. Hotcomr. There was, for example, a truck or tank that had 
been bought and was in the stockpile waiting for forces to be created 
to use that truck or tank. 

Senator ELLtenper. I am talking about the money part. You said 
that you had X number of dollars and you evidently used it for some 
other purpose. 

Mr. Houcompn. No, sir. We had a truck or tank, items in the 
stockpile, for example. 

GERMAN ECONOMY 





Senator Russe.u. We all know that Germany, very fortunately, has 
the soundest economy of any large country in the world. Switzerland 
may be alittle better off among the smaller countries. As a matter 
of fact, we have set aside a great quantity of material for Germany 
several years ago hoping they would fulfill their obligations about 
starting an army, and they have not done it up to now. So a great 
deal of that material was in Germany and the tanks and much other 
had been sitting around for 4 or 5 years and had been reworked by 
German mechanics and was ready for them. 
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Mr. Hotcoms. That is right. 
Senator Russeuu. I suppose there are still quite large stockpiles 

in Germany. 

Mr. Hotcoms. There is a very small amount now, sir. 








RATE OF CHARGES FOR NEW AND USED ITEMS 

















Senator RusseLut. What is the rate that is charged generally for 
this equipment? Is it the assessed evaluation of it or is it just the 
amount that is required to rehabilitate it? 

Mr. Hotcoms. For items which are from new procurement it is 
the new procurement price. For used items, and particularly of the 
older type, like the M-47 tank, it is the fair market value under the 
section 545 (h) amendment made last year. This flexibility and this 
ability to charge the fair market value is particularly important when 
we are talking ‘about a military sales program, because obviously when 
people are paying for things, they are not going to pay a new price for 
a used article. 





SALE OF SHIPS TO VENEZUELA 






Senator Russeit. We have that in our ship program. Venezuela 
is able to pay for their ships, and we are getting 7 or 8 million dollars 
for ships we are giving away to other countries. 


CONVERSION COST OF VESSELS 















Senator Dirksen. Colonel, I wanted to refer for a moment to 
Senator Russell’s other question concerning these vessels. I think 
it was testified that what was represented here in the obligated but 
undelivered balances was actually the conversion cost of those vessels 
and taking them out of mothballs. 

Colonel Crirz. That is correct. 

Senator Dirksen. There are 23 coastal minesweepers, 17 DD 
destroyers, 9 DC destroyers, and 1 light cruiser, and there may be 
others. The amounts are set out there. It may aggregate as much 
as $150 million. 

Colonel Crirz. Yes, sir. 

Senator Dirksen. That just represents the overhaul cost? 

Colonel Crirz. Some of these vessels are new procurement. I was 
speaking only of those where they came out of our stockpile. These 
inshore minesweepers and lighter vessels are new procurement. 

Senator Dirksen. If you were going to deliver new vessels and you 
had to replace them, then your appropriations request would have to 
be larger than that prese tly is in order to cover that? 

Colonel Crirz. That is right. 





















NEW PROCUREMENT VESSELS 








Senator Russey. I have just one question here referring to these 
latter vessels being new procurement. Virtually all of that is offshore 
procurement? 

Colonel Crirz. No, sir. Some of it is offshore, but the great 
majority is in the United States. 

Senator Ru SSELL. When did we bring the great majority to the 
United States? 
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Colonel Crirz. In the last 2 years. 
Senator Russe.u. A great deal was offshore prior to that time. 
Colonel Crirz. In about 1953, the lighter vessels were offshore, 

We have shifted it back to the United States. 

Senator RussEe.tu. Do you have any figures in the difference of cost 
of production here and the offshore procurement? 

Colonel Crirz. It varies by type and country. Generally speaking 
the cost is less offshore. Considerably less. 

Senator Jounson. I wanted to be sure that I understood what you 
said in your statement about this $350 million in last year’s funds. 

(Discussion off the record.) 

Senator Jonnson. Since then you have used $147 million of that 
$350 million in other countries? 

Colonel Crirz. During this 1 year, Senator. There was some used 
in prior years as well. There is nothing left to amount to anything 
except these special types that Mr. Holcomb referred to. 

Senator EtLtenper. In that connection, Senator Johnson, I would 
like to make a correction if you will permit me. Here is a statement 
given to me marked confidential and it says status of unexpended 
military assistance funds as of June 30, 1957, distributed by country 
and region amounts to. How do you account for that difference? 

Colonel Crirz. We account for it this way. There was a total 
program for Germany. When we set up the equipment and stock- 
piled it in Europe, as the Chairman said, we decided we would give 
them a certain amount. 

Senator ELtenper. But you had in the pipeline ——— 

Colonel Critz. The balance we are delivering to Germany. That 
is the part we have not yet delivered to Germany under the grant aid 
program. Mr. Holcomb said there was still some not delivered. We 
have not delivered all of it as yet. 

Senator ELLENDER. Can’t you make them pay for it? They are 
better off financially than we are today. 

Colonel Crirz. We came to an agreement with them 3 years ago 
that we would provide specific amounts of equipment. That was set 
aside, and it has not been changed a bit. We are still delivering that 
amount. We are still deliverying the balance of that equipment. 

Senator Russe.y. You did not do it, but in the meantime we 
practically did away with the mark payments that the Germans were 
making for the maintenance of our people in Germany. We were 
there defending them. While we were getting ready to start charting 
for the military items we were giving them $175 million a year in the 
mark program. 

Colonel Crirz. They are now buying 100 percent of all their items. 

Senator Russeti. That is their new orders. You still have this 
big reserve in the pipeline which we will give them which is not an 
inconsiderable sum. 


Colonel Crirz. Yes. 
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VALUE OF OBSOLETE EQUIPMENT DELIVERED 





Senator Jonnson. Did I understand that you would submit for the 
record the value of this obsolete equipment that you contributed 
during the last year? 

Colonel Crirz. I am going to try to break that out for the last year. 
(See p. 670.) 
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Senator SALTonsTALL. I would like to ask this question of Colonel 
Critz and Mr. Murphy. You gentlemen prepared at my request and 
Senator Dirksen’s request two sheets. The first sheet was marked 
“Mutual security programs,” under unexpended balances fiscal year 
1956 through 1958 in thousands. I show you that sheet, Mr. Murphy. 
You stated the figures on that sheet are correct. 

Mr. Murpay. Yes, sir. 

Senator SALTONSTALL. Do you agree with that? 

Colonel Crirz. Yes. 

Senator SaALTonsTaLL. There was another simplified memorandum 
prepared for the mutual security program unexpended balances June 
30, 1957, in thousands. I show you that sheet. That was prepared 
with you and Colonel Critz, and that is correct? 

Mr. Murpny. Yes. 

Colonel Crirz. Yes. 

Senator SaLTonstaL. If we take those two sheets, I ask you, in 
front of each one of us, there is a statement of amounts available for 
mutual security program fiscal year 1958. 

Senator RusseLu. I assumed that would be presented to the 
committee before we concluded. I understood Mr. Saccio was going 
to: present it. 

Senator SALTONSTALL. I was going to ask who prepared that. 

Senator Russet. Mr. Saccio will present that when we get through 
with this $500 million. 

Senator SaALronsTaLu. Very well. A statement has been made that 
there is available, including the House appropriation request of $2.5 
billion, an available balance of $12.1 billion. If you take the pipeline 
figured at $6.3 billion and the reappropriations of $700 million, there 
is, I understand, duplication to the extent that the reappropriation 
money in included in that $6.3 billion, is that correct? 

Mr. Murpuy. Yes, sir. 


TOTAL FUNDS AVAILABLE IN 1958 


Senator SatronsTaLu. If you took the pipeline at $5.8 billion, and 
added the House appropriations of $2.5 billion, and added the re- 
appropriations of $700 million, and put in the counterpart funds and 
Public Law 480 funds at zero, you have $8.8 billion, which is about 
the figure that shows on these sheets that I have just been asking 
you to authenticate. 

Mr. Murpuy. Yes, sir. That would be the amount of dollars 
available for expenditures in fiscal 1958, under the House bill. 

Senator SALTONSTALL. In counterpart funds, as I read the appendix 
of one of these papers, available from Public Law 480, is $589 million, 
is that correct? 

Mr. Murpuy. Yes, sir. That is the figure that is effective for use 
in the mutual security program. 

Senator SALToNSTALL. Then that $589 million is divided into minor 
programs such as the Philippines, Taiwan, Thailand, et cetera, at 
$0.027 million and in Greece, Israel, Korea, Pakistan, Spain, Turkey, 
and Yugoslavia, $589 million. 

Mr. Murpny. The $589 million is the grand total of all of the 
available funds. 

Senator SaALronsTALL. I saw I made a mistake. 
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Mr. Murpuy. You take $69 million off that for the first 2 items 
and you have $520 million for the latter countries you mentioned. 

Senator Hotuanp. I do not believe you mentioned the 0.042 part 
of the breakdown of that counterpart. 

Mr. Murpny. That is trying to trade money and it is included in 
the $589 million figure, which Senator Saltonstall used. 

Senator HoLuanp. I understand, but I do not believe he mentioned 
that. 

Senator SaALTONSTALL. No; I did not mention it. 

Senator RusseLut. Do you not think it would be better to get into 
those figures after Mr. Saccio makes his presentation? 

Senator SaALronsTaLu. Yes. I wanted to bring out, Mr Chairman, 
that Mr. Mruphy and Colonel Critz will agree that on the new 
appropriations of $2.5 billion and making the counterpart and Public 
Law 480 at zero, the figures shown of $12 billion are really $8.8 
billion rather than $12 billion. 

Mr. Murpny. That is right. 

Senator SALTONSTALL. Those figures would check with the figures 
you have given to us. 

Mr. Murpny. That is correct, sir. 

Senator SatronstaLu. Mr. Cha rman, I have several more ques- 
tions that I would like to ask, if I may 

Senator Russeiyi. I would be delighted to have you do it. I 
wonder how many went to the questions you have been discussing 
because I think sever ral of us have some questions relating to these 
other funds after Mr. Saccio makes his statement. 

Senator SALTONSTALL. 1 think they are related. If you do not 
feel they are, will you please stop me? 











RESERVATION 





OF APPROPRIATED FUNDS 


On the reservation of funds, Mr. Murphy or Colonel Critz, as I 
understand it, the Congress requires by law that you make reserva- 
tions of your appropriated funds. Very simply stated, does this not 
mean that when you know what are the requirements for a particular 
country program, you figure what that will cost? Then you reserve 
that amount out of your unobligated funds. Then you negotiate 
with the country. This may take more than a year. Maybe your 
negotiations are successful. In that case you have the money set 
aside to carry out the program. If your negotiations are unsuccessful 
you can then release the amount you previously set aside for that 
program and make it available for reservation against some other 
program. Is that a correct statement? 

Colonel Crirz. Senator, I would change that a little, if I may. 

Senator SaLtronsTaLu. That is what I want you to do. 

Colonel Crirz. We establish those forces for a country which we 
will assist in supporting. We then have our military assistance 
advisory groups, working with the country, determine the military 
material requirements of the country. After we determine those 
requirements we draw up a program for that country and present it 
to Congress— 

Senator Russet. That is when you prepare your estimates. 

Colonel Crirz. Yes, sir. After appropriations are made then we 
refine that program and say for country A, we will give you the follow- 
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ing. We then issue an order on the military department, the reserva- 
tion account, sir, in which case we reserve in the account of the mili- 
tary department concerned so many dollars for that item for that 
country. As the military department proceeds to procure it, or re- 
habilitate it and procure a replacement, we then assure ourselves 
that the country can use that equipment, That is the point of dis- 
cussion and assurance that they train the people to man the equip- 
ment and so forth. If everything goes along as we had anticipated, 
we deliver the item. If it is determined later that we can’t put it in 
country A, and we want to put it in country B, we are committed to 
the military department on that item and they have used the money. 
So what we can do is move the item, not the money. That would be 
the qualification I would like to put on it. 

Senator ELtenper. That is deobligation. 

Colonel Critz No, sir. 

Senator ELLeNpER. You deobligated it from one country and gave 
it to the sea 

Colonel Crrrz. Not in the sense that we pull out the money. 

Senator pete No, but you can transfer the materiel, as I 
said yesterday, from one country to the other. 

Colonel Crirz. Yes, sir. We inform the country that we are going 
to give you this item if you raise the forces to use this equipment. If 
they raise the forces and we fail to deliver we are breaking our com- 
mitment and our guaranty to the country that we will deliver and 
assist them in raising the forces. 


DIFFERENCE BETWEEN RESERVATION AND UNEXPENDED BALANCE 


Senator SALronstaLuL. Will you explain the words “unexpended 


balance”? You just explained the reservation. How does that differ 


from reservation? 

Colonel Crirz. The unexpended balance, Senator, is the combined 
total of our reservations and our obligations that have not been 
liquidated. In other words, it is our unliquidated obligations at the 
end of a fiscal year. It includes reservations and obligations. 

Senator SaLronstaLu. The obligations when the agreement with 
the country has become firm as opposed to reservation where the 
agreement is not firm? 

Colonel Critrz. No, sir. The reservations and obligations are 
both for material. The reservations are where it is the same type of 
material being used by our own Armed Forces. Where it is not the 
same type, it is called an obligation because we cite our funds, rather 
than military department funds, for contracting for procurement of 
those items. We can move either from one country to another. 


REDUCTIONS IN UNEXPENDED BALANCES 


Senator SALToNsTALL. May I ask this question? This has been 
covered, but I would like to have your answer briefly. Is it not true 
that your unexpended balances have been steadily going down in the 
past few years and that you have been reducing the amounis carried 
over from one year to another? 

Colonel Crirz. We have, sir. They have been continuously re- 
ducing since the peak was reached in 1953. They will be reduced 
again in fiscal year 1958. 
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Senator SALTONSTALL. And that shows on these tables that Mr. 
Murphy has stated are correct. 
Colonel Crirz. That is correct. 







INCREASING LEAD TIME FOR DELIVERY 





Senator Satronsta.Lu. As I understand the testimony before this 
committee now that the reserve stocks in Armed Forces are approach- 
ing the minimum safe level for our own forces, they are not releasing 
items for mutual security program until they have replacements, 
This has the effect of increasing the lead time for the delivery of mutual 
security material. 

Colonel Crirz. Generally speaking, yes, sir. 

Senator SALTONSTALL. Is it not true that especially in the military 
part of this program the hardware and equipmert can seldom be 
bougbt with local currency because the country producing this hard- 
ware won’t accept the local currency and the country that will accept 
the local currency doesn’t produce the hardware? 

Colonel Critrz. That is correct, sir. 

Senator SALTONSTALL. So that hardware has to be bought with 
dollars. 

Colonel Crirz. Primarily, sir. Where we can use local currency 
we do. 

Senator Satronstauu. Mr. Chairman, I have some more questions, 
but I will not ask them at this time. 








OBLIGATED AND RESERVE FUNDS 
Senator Russeiu. I have a few questions I would like to ask on 
this business of obligation and reserve. If I understand, Colcnel 
Critz, where you set up a program out of items that are used by our 
own Armed Forces, before you approach the recipient country that 
is called a reservation of funds? 

Colonel Crirz. Yes, sir. 

Senator Russe.u. Where it relates to an item that is not used by 
our own forces, that would be called obligated funds? 

Colonel Crirz. Yes, sir, direct procurement, we call it. It is obli- 
gation and not reserve. The money is obligated for a contract. 

Senator RussEe.ui. So the same program would have some reserve 
funds and some obligated funds before you had arrived at a specific 
agreement with the recipient country. 

Colonel Critz. May I put it in this way. We would inform the 
country that we plan to provide them these items. If they raise the 
forces to use these items, we will deliver. The only time we pull them 
out of that country is when that country does not raise the forces to 
properly use the equipment. 

Senator Russe.u. I want to go back to my original question. The 
identical program in country X would contain funds that would show 
as both obligated and reserved. 

Colonel Crirz. That is correct. 

Senator Russe.ti. Though it would be part and parcel of the same 
program. 


Colonel Crirz. That is right. 
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PROGRAMING PROCEDURE 


Senator Russet. Do these programs usually arise when the 
country comes to us and requests certain articles or do we go in and 
survey the situation and arrive at what we think is a proper delivery 
of equipment and material? 

Colonel Crirz. It is the latter. We have our military-assistance 
advisory groups on the ground, look at the assets on hand in the 
various countries, and then decide what they consider the country 
needs. ‘That is what they submit to us as a materiel requirement 
which we use for developing the program. 

Senator RusseLty. Have you had any difficulty in getting the 
countries to accept this equipment? 

Colonel Crrrz. No, sir. 

Senator RusseLu. They have all conformed to the prescription of 
our military advisory groups? 

Colonel Crrrz. That is correct, sir. If they do not meet that we do 
not deliver the equipment. 

Senator RusseLut. What I am trying to get at is, have there been 
instances where they did not meet the requirements? 

Colonel Crrrz. There have been instances. 

Senator Russet. Then you had on hand some equipment that 
was bought for country A and you had to get country B to take it or 
else you were stuck with a lot of equipment. 

Colonel Crrrz. That is correct. 

Senator RusseLu. Do you consider that a good way to do business? 

Colonel Crrrz. Yes, sir, because they tell us when we program this 


equipment that they will raise the forces and support the forces. 
Senator Russeiu. Yes, but they do not do it. 


SPECIFIC INSTANCE OF REPROGRAMING 


Colonel Crirz. That is the minor case. I can cite one specific 
example. We programed five squadrons of aircraft for country A. 
They only trained their people fast enough to receive four. We had 
in country B forces being trained for the same type of aircraft so we 
pulled out that squadron and moved it over to B to fill a requirement 
there instead of having to use new dollars. 

Senator Russe.u. As a matter of fact, we do most of the trammg 
of people to operate these planes. 

Colonel Crirz. I would put it this way. We train theie instructors, 
and they go back and train most of the personnel themselves. 

Senator Russeiu. That increases my doubts about the program. 
We plan it along American lines for some other country, and then go 
in and sell it. 

Colonel Crirz. I do not mean it is along American lines. These 
divisions in foreign countries are not on the same scale as ours. Gen- 
erally speaking they are smaller. We program against the require- 
ments of those smailer divisions. 

Senator Russe.u. I understand numerically that has been true for 
many years. The European continental divisions and in the Far 
East are smaller than our divisions. 

Colonel Crirz. About half the size. 

Senator RusseLu. The Russian division is much smaller than the 
American division numerically. That does not have a great deal to 
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do with the total amount of equipment. If you train 2 divisions in 
country A that will be the equivalent to 1 of ours it is just as much 
equipment. 

Colonel Crirz. Yes. When we go into a country we have an 
agreement with them that we will support only a set number of 
divisions and not all the forces. It is only for what we consider they 
need. 

Senator Russetut. What efforts are made to encourage these 
countries? Some have considerable industrial capacity in Europe. 
That is, to produce for their own troops. 





EUROPEAN PRODUCTION OF CONVENTIONAL EQUIPMENT 

Colonel Crirz. Considerable, sir. Europe is the best example. 
We are now reaching the point where they are producing a great 
proportion of what you might cal! the conventional equipment. I 
mean rifles, vehicles, and those things. 

Senator Russetut. Have we been able to get them to produce 
ammunition yet? 

Colonel Crirz. They are producing over 90 percent of their ammu- 
nition today. They have not advanced in some areas to the extent 
that we have, particularly in the guided-missile field and the advanced 
aircraft field. They have not caught up. 














PRODUCTION 





OF MODERN WEAPONS 


Mr. Spracur. We are developing a program now which we hope 
within the next 5 years will result in the NATO countries producing 
their own modern weapons at their own expense. 

Senator Russe.y. When can we expect that happy consummation? 

Mr. Spracus. It is a long-range program, sir. We are shooting 
on the basis of 5 years, so that the assistance program for Europe 
may be phased down by the end of that period. 


TREATY RESTRICTIONS ON GERMANY 



















Senator Russe_u. Do we have any treaty restrictions on the Ger- 
mans to prevent them for producing military weapons other than 
certain types of aircraft? 

Mr. Spracur. Of course, they can’t produce any atomic weapons, 

Senator Russety. I mean in the field of conventional weapons in- 
cluding tactical aircraft. 

Mr. Spracur. I believe they are limited in aircraft. 

Senator Russeuu. It seems to me a little odd that the Germans 
who have been the greatest producers of military weapons in the world, 
that we would be shipping American fabricated weapons to them. 
Some of these countries had armies. Of course, they were not equip- 
ped with atomic bombs. But thev had armies long before they knew 
there was a United States. They had arsenals to produce the great 
swords with Damascus steel and Castillian steel and so forth. We 
seem to have overlooked that and are getting them to take our weapons, 
I have never been able to understand that phase of the program. 

Mr. Spraacue. I think the German concept is that they want only 
the most modern equipment, since they are paying for it. The only 
place they can get it is from this country. 
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GERMAN INDUSTRIAL CAPACITY 


Senator RusseLt. What is to keep them from making it them- 
selves? The Germans have one of the greatest industrial complexes 
on earth today. They are taking business away from England so 
fast they are about to bankrupt the poor British. They are making 
great inroads all over the world in the most complicated machinery. 

Mr. Spracue. Their reasoning is this. If they set up a munitions 
industry to produce modern weapons themselves, our technology will 
have gone far beyond their capability to keep up. The only way 
they can get the most modern equipment is to buy it from us, rather 
than to start production lines which will be out of date in terms of 
our developments in 2 years. 

Senator Russe.i. It seems to me it would be a little cheaper to 
give them some technological advice about how we make all these 
weapons than to sell them these weapons. 

Mr. Spracue. That is the basis of this new program that I just 
mentioned. ‘That is exactly what we hope to do with the Germans 
particularly, but also the French and British. 

Senator Houtianp. Shortly after the surrender and the years im- 
mediately following, did we not insist upon the destruction of all their 
weapon-producing plants? 

Mr. Spracue, That is correct, sir. At the moment the Germans 
have no munitions industry of any kind. 

Senator Ho_tanp. That was because of our very proper insistence 
that their weapon-producing machinery be destroyed after the 
surrender. 

Mr, Spracur. That is correct. 

Senator Russevy. I happened to have been in Germany the week 
after the surrender, and if they had any industry that was functioning, 
I did not see it. I went to Essen and the steelworks were the worst 
devastated plants that I have everseen. They are making fine electric 
generators now and selling them all over the world and very compli- 
cated machinery of that kind. They had no plants to produce them 
at the end of the war. I still do not see the fact that we destroyed their 
plants and would not let them use them to begin with is very persuasive 
now when we are trying to get them to rearm and urging them to use 
them. 

MORGENTHAU PLAN 


Senator KNOWLAND. You remember, Mr. Chairman, that under 
the Morgenthau plan at one time they were going to make Germany 
a pastoral nation and transfer some of the factories to the Soviet 
Union as reparations. 

Senator Russety. One of the saddest days in all of American 
foreign relations. I was there and saw what was left of these great 
chemical and dyeworks that were being dismantled and shipped to 
Russia. It was fortunate that the Russians could not use them 
very well. 

Senator KNowLanp. It was this committee that did a great deal 
to stop that. 

NATURE OF GERMAN PEOPLE 


Senator RusseLyt. As one member | earnestly tried. Whatever 
may be said about the Germans following blindly some leader, they 
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have an asset that no other people in the world have. They are 
unhappy unless they are at work. It does not make any difference 
what condition they get in, they have to be working or they are not 
happy. That has caused them, though, the werst destroyed country 
on earth, to have recuperated with a speed that is almost miraculous 
tome. I thought it was going to take 100 years to rebuild it. I went 
back 3 or 4 years later and they had the thing almost cleaned up in 
that short period of time; women and children and old women and 
young children pitched in. In view of the fact that 10 million men 
had been killed, they had to do that work. They were pulling out 
junk iron from under these ruins. 

Senator KNowxanp. I think if you will look at the records of this 
committee, and I believe there are stenographic reporis or at least 
minutes that may be available, in 1946 when a subcommittee of this 
committee was in Germany and i in Europe, we went into that question 
rather thoroughly and when we came back raised some very strong 
objections. 

Senator Russetu. I think it was 1947 but | remember it quite well, 
I do not think there was any disagreement in the committee along 
any party line. 

Senator KNow.anp. I think we were unanimous on that, as I 
recall it. 

Mr. Spracue. There are no dollars for equipment for Germany in 
the 1958 program. 

Senator Russeiy. It seems rather odd with the great debt we have 
and the Germans having their booming economy that they could not 
assume. In particular, when we consider that we have done away 
with the payments they have made each year for the maintenance of 
our forces there. They ought to have some little stake in defendin 
Germany. The only people there to do it now are the six United 
States divisions. 

Senator KnowLanp. Won’t our six divisions be a lot better off if 
we get these German divisions equipped? 

Senator Russevu. I am not discouraging that. I have been trying 
to get the Germans to comply with their promises. They promised to 
have them ready by 1952. Don’t they have them ready yet? 


PRODUCTION OF WAR MATERIAL IN EAST GERMANY 


Senator Youna. I agree with you 100 percent, Mr. Chairman. The 
Russians, I understand, are having the Germans make war material 
in East Germany. We have prohibited West Germany from doing 
anything at all. For instance, the Messerschmidts made some of the 
best airplanes in the world and the last I heard they were making pre- 
fabricated houses. 

Senator Russeuu. I do not mean this to be confined to the January 
1953 when this administration took over, but I am afraid that our 
total policy in Germany is not one calculated to generate the complete 
confidence in the democratic system that we would like to have there, 
though they have made a miraculous recovery. 


PRESENTATION OF BUDGET BY COUNTRIES 


When you present your budget, do you break it down by countries 
as to how you propose to spend this money? 
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Colonel Crirz. Yes, sir, we do. 

Senator Russe... ‘Do you show what part of your program you 
hope to get them to adopt is obligated funds and what part is reserve 
funds? 

Colonel Crirz. No, sir. In our proposed budget we set it down in 
total types of material. Some of it will be of one type and some of 
another. It is by specific items for each country. 

Senator RussELL. Was that submitted to this committee? 

Colonel Crirz. Yes, sir. 

Senator Russe.u. And is available in the committee file? 

Colonel Critrz. Yes, sir. 

Senator Russetu. Do you have any statements or any data that 
could be furnished to the committee which show these few instances 
where countries have not been able to assimilate the program that 
was prepared for them? 

Colonel Crirz. I can cite about 2 or 3 instances right now. 

Senator RusseELi. Suppose you give us those. 


EXCESS EQUIPMENT DELIVERED DURING 1957 





Colonel Crirrz. If I may, Mr. Chairman, may I divert for just 1 
minute to answer Senator Johnson’s question on the amount of the 
excess equipment delivered during fiscal year 1957? 

Senator Russeuu. Yes. 
(Discussion off the record.) 








TOTAL IN HOUSE BILL FOR MILITARY A ;jSISTANCE 








Senator Russeii. The House bill, I believe, for military assistance 
for the present fiscal year of 1958, including appropriations and 
reappropriations, is about $1,788,800,000. 

Colonel Critz. That is correct. 

Senator Russe. That is considerably more than you obligated 
in fiscal year 1957, is it not? 

Colonel Crirz. In obligations, yes, Mr. Chairman. I would like 
to point out, sir, that does not represent the program which we im- 
plemented in fiscal year 1957. The program which we implemented 
in fiscal year 1957 was over $2.2 billion. This was accomplished by 
the use of the equipment which was discussed in this presentation. 
In other words, we used equipment rather than dollars to fill fiscal 
1957 requirements. 

Senator Russe.t,. Do you mean by that that you used this equip- 
ment that had no cost to the program except rehabilitation? 

Colonel Crirz. No, sir. | mean, for example, that equipment 
which Mr. Holcomb mentioned. We applied it to fiscal 1957 require- 
ments and did not use the dollars. The dollars are in the $500 million 
that was reported back to the committee. 

Senator Russe ty. But which is reappropriated for next year? 
Colonel Crirz. Yes, sir. 









TOTAL 1957 OBLIGATIONS 


Senator RusseLyt. What did you obligate im fiscal 1957? 

Colonel Crrrz. About $1.7 billion, as you stated. The point that 
I was trying to bring out is that $1.7 billion does not represent our 
activities during the year in fulfillmg our program requirements. 
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a3 program requirements were over $2.2 billion, but we used only 
7 billion of fiseal year 1957 appropriations. 
Banat Russet. Colonel Critz, how long have you been con- 
nected with the program? 
Colonel Crirz. Three and a half years, sir. 
Senator RusseL,. Have you been directing the military aspects of 
that long? 
Colonel Crrvz. I have been in the military aspects all that time, sir, 
Senator RusseLL. During this 3% years? 
Colonel Crirz. Yes, sir. 


ATTITUDE OF AMERICAN PEOPLE TOWARD PROGRAM 


Senator Russenu. Are you aware of the fact that large numbers of 
American people, whether in error or not, have a feeling that this 
program ought to start tapering off somewhere elong the lime? 

Colonel Crirz. I am aware of that, sir. 

Senator Russert. Do you see any hopes that their desires are 
likely to be fulfilled in the next several years? 

Colonel! Creirz. Mr. Chairman, I would like- 

Senator Russeiu. I understand you do not fix policy all the way 
through. 

Colonel Crirz. Yes, sir. My own feeling is that I personally 
believe and senna subscribe to the testimony before this committee 
last Monday of Ad imiral Radford. I do not believe the United States 
people realize thet this program is in our own netional-defense effort 
and everything that we gain out of the program reduces what we have 
to do here in the United States. 

Senator Russeii. That is a good general argument. I know 
about the $200 soldier against the $7,000 soldier. What I have seen 
of some of them, they are worth just about what you have in them. 
Some are worth $200, and the American soldier is worth $7,000. 

Colonel Crirz. Yes; we are not speaking of equal ca eee: 

Senator Hoiianp. I did not hear Colonel Critz’s answer to the 
tapering off. 

Colonel Crirz. That is what I inteaded to convey, si 


FIGHTING CAPACITY OF THE AMERICAN SOLDIER 


Senator Russeti. Do you think, Colonel, just by numbers in these 
$200 soldiers you can make up for the difference between those people 
and American soldiers? In other words, multiply the 200 or divide 
it into the 7,000. You get a whole lot of soldiers. Do you think in all 
instances that just mere numbers would overcome the proven fighting 
capacity of the American soldier? 

Colonel Critz. No, sir. I think the situation is this: To have the 
soldiers of the country themselves on the ground in the country and 
their willingness to defend themselves—doing some of the fighting— 
without us having to do it all, is of great benefit. As an individual, 
he is not as capable and as well trained as our own soldier. But hav- 
ing them on the ground and in place, particularly in the event of 
these brush-fire wars, is, I think, a tremendous advantage as far as 
the overall national defense is concerned. 

Senator Russe.iu. So from your point of view, we are not in any- 
wise endangering our national safety by very drastic reductions in 
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our own military establishments on the theory we are going to make 
up for this in the security of the United States with these overseas 
soldiers, the $200 soldiers? 

Colonel Crivz. Mr. Chairman, you are getting beyond my ca- 
pacity in this business, but I believe that these overseas soldiers are 
a definite asset to our national defense. The reductions in our own 
forces I am not qualified to answer. 

Senator Russetit. You do know it is based on the facts that we 
have all this help overseas and we can afford to reduce our own 
forces. 

Colonel Crrrz. I know’that is a part of the consideration; yes, sir. 

Mr. Spracue. | think, Mr. Chairman, as a matter of policy we 
can’t adequately defend ourselves and reduce in both directions at 
the same time. 

Senator Russeuu. | was getting it down to a choice, Mr. Sprague. 
Some people choose to reduce ours and build up the others. I am 
sort of old fashioned. I have a lot of confidence in the American 
fighting man. He has not been whipped yet, and all the rest of them 
have. 


REDUCTIONS IN AMERICAN FORCES 


Mr. Sprague. I think it is the view of the Department of Defense, 
sir, that the reductions recently announced in our own forces are mort 
thar: compensaied for in terms of fighting ability by the more modern 
equipment which we have. 

Senator Russetut. You think that covers the contemplated reduc- 
tions that we hear are going to be made within the next few months, 


even more drastic than the ones that have already been made. You 
do know it is contemplated to make further reductions greater than 
the ones that have been made? 

Mr. Spracue. I know it is being discussed. 

Senator Russeiu. Mr. Saccio, will you proceed, please? 


FUNDS AVAILABLE FOR PROGRAM 


Mr. Saccto. My name is Leonard J. Saccio, General Counsel, 
of ICA. 

Senator Russe.ty. You may proceed. 

Mr. Saccio. The statement has been made that more than $12 
billion are available to carry out the mutual security program in 
fiscal year 1958; in fact, that this money is sufficient to carry out the 
program for another 2% years. 

Senator Jonnson. Who made that statement? 

Mr. Saccro. In the course of the hearings on Monday morning, 
I think Senator Ellender went through the list of items which I am 
about to go over, Senator Johnson, in connection with the testimony 
of Secretary Dulles and Mr. Holister and Admiral Radford. 

Senator Jounson. Thank you very much. 

Mr. Saccro. These are the figures that have been given, in round 
numbers: 
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Billion 

Pipeline______ : ace ghee FI a aN ce =a 
Counterpart - _ - 2 ae egies ee terem ee heh t ‘ ie 
Perma amas ht Coie) bk to Be ae = airs 1.5 
New appropriations__._.__.__- D. U2. SEB DOA S 2 ket ut 2.5 
Reappropriations cis agate ie Det teres ele) wheel. a Reryeee tes payee wits a 
Total _ gy tgs Sa IS de. flop cee biti bent OR lr a le 12.1 


We have ae informed that the committee would like to . e the 
facts as related to these figures. 


CORRECTION IN FIGURES 


Senator E.tenpErR. Will you permit me, since I furnished those 
figures to the committee I made a correction and deducted from the 
total amount the unobligated balances which leaves the amount at 
$11,409,399,201. Therefore, the total amount available is $11.4 
billion instead of $12.1 billion. 

Mr. Saccio. In that case, Mr. Chairman, may I skip this part 
which I was going to review? 

Senator Russe.,. You may relate your statement to that one if 
you wish. 

Mr. Saccto. Yes, sir. As Senator Ellender has pointed out it is 
necessary to make one correction and adjust these figures accordingly. 

Senator Jounson. That has been done in the page proof of ‘the 
committee’s hearings as I understand it. The original transcript 
included that $700 ‘million, but the page proof has corrected it and 
brought it from $12.1 to $11.4 billion. 

Senator ELLENDER. Yes. 

Senator Jounson. This statement applies to an error that has 
already been corrected. 


FUNDS IN THE PIPELINE 


Mr. Saccrio. I will skip that part of my statement, Mr. Chairman. 

From the standpoint of dollars in the pipeline—meaning commodi- 
ties and services in the course of delivery or performance the total 
figure is $5.4 billion of which $3.7 is on the military side, extending 
over approximately 2 years; and $1.7 billion on the economic side 
which amounts to approximately 13 months. 

Now as to the pipeline either for the military or the economic side, 
its validity should be judged on the basis of time and not the money 
involved. In other words, how long does it take to obtain the goods 
or services. What is the lead time. 

A pipeline is not justified if funds have been committed for the de- 
livery of goods 4 years from now and if it takes only 2 years to have 
these commodities delivered. The amount of money involved relates 
to the program requirements and not to the length of the pipeline. 

Colonel Critz has already covered the military “assistanc e pipeline. 
Mr. Murphy will answer questions as to the economic program 
pipeline. 

One other point on pipeline. The statement that there are $12 
billion available includes the contention that funds in the pipeline 
can be used to carry out the fiscal year 1958 program. 

Senator Jonnson. Who makes the contention that should be used? 
You make the point that is the fact, but where do you get the con- 
tentions? Is that a straw man you set up there? 
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Mr. Saccro. No; I understood that was the statement that was 
made. Since there was money in the pipeline, the fiscal year 1958 
request could be reduced because of the pipeline. 

Senator Dirksen. That was made in the House. 

Mr. Saccio. That is my understanding. 

Senator Jounson. I didn’t know anyone contended that there 
should not be any more money appropriated and you should exlusively 
use pipeline funds. Can you give me chapter and verse as to who 
contends that? 

Mr. Saccro. I do not believe that anybody has said that no new 
money should be appropriated. But I believe it has been stated 
that the amount of new money requested to be appropriated should 
be reduced because of the extent of the pipeline. 


USE OF FUNDS IN PIPELINE FOR 1958 PROGRAMS 


Senator Jonnson. You say that the statement that there are $12 
billion available includes the contention that funds in the pipeline 
can be used. Can’t funds in the pipeline be used? 

Mr. Saccio. To carry out the 1958 programs? 

Senator JoHNson. Yes. 

Mr. Saccio. No, sir. There is a technical possibility that if there 
is a requirement that is changed or a situation has changed we may go 
through the process of deobligating the funds and reobligating for 
fiscal 1958 need. 

Senator SatronstTaLL. Would the Senator yield? 

Senator JoHNson. I am through. 


EXCERPT FROM HOUSE REPORT 


Senator SALTONSTALL. I would call his attention to page 4 of the 
House mutual security appropriation report. There is this paragraph 
which I think is in point. It may not be exactly in point with the 
Senator’s question: 


The total unexpended balance for the entire mutual security program as of 
June 30, 1957, was $6,195 million. This amount plus new funds recommended 
in the accompanying bill in the sum of $2,524 billion will make total funds of 
$8,719 million available for expenditure. This billion figure is approximately 
two and.a quarter times as large as the annual expenditures for this program 
estimated by military and ICA officials. If there were no new funds appropriated 
for 1958 for these purposes the existing unexpended funds would run well beyond 
January 1959. 


Senator Jounson. I don’t understand that contends that should 
be done. I would assume it does since they appropriated two and a 
half million more. That is the only point I am making. I want to 
say whose contention he is answering. 

Is it the House report or is it Senator Ellender’s statement, or what 
it, is. 

Mr. Saccro. This comes from part of the debate on the floor of the 
House when the appropriation bill was enacted in the House. As I 
recall, statements were made that because of the extent of the pipeline, 
a greatly decreased need for newly appropriated funds for fiscal year 
1958 was in order. 

Senator Jonnson. In other words, you are stating it was a state- 
ment made on the floor of the House? 

Mr. Saccio. Yes, sir. 
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Senator ExuenpDer. In support of the statement made on the floor 
of the House, isn’t it true that the 1958 appropriations made this 
year may not be used for 3 years hence? 

Mr. Saccio. On the military side you have a pipeline of 2 years 
which means money appropriated for fiscal year 1958, if obligated dur- 
ing fiscal year 1958 may not be actually expended until fiscal year 
1960. 

Senator E:uenper. That is 3 years hence. That is what they had 
in mind, I am sure. 

Mr. Saccio. May I proceed? 

Senator Russeiit. You may proceed. 


OBLIGATED FUNDS IN PIPELINE 


Mr. Saccio, This is simply not so. The funds in the pipeline are 
already obligated to provide commodities and services specifically 
needed to carry out programs planned last vear or the vear before 
and which are only now reaching the delivery stage. These funds 
obviously cannot be used for the purposes for which they were planned 
and are needed and also be used for the fiscal year 1958 program as 
well. One or the other will suffer. 


AVAILABILITY OF COUNTERPART FUNDS 

The second point is the assertion that there are local currency 
counterpart funds equivalent to $1.1 billion which are available for 
the fiscal year 1958 mutual security program. This is not correct. 
First, let me emphasize that this local currency is not convertibie into 
dollars, and in most cases can only be used in the country in which it 
is generated. 

Second, a substantial part of the local currency is held in countries 
where we do not have economic programs. 

Third, this counterpart held in countries where we do have economic 
programs has a limited use. 

(a) In some cases it is necessarily frozen to stem strong inflationary 
trends—Greece, Austria, and Korea. 

(6b) It cannot substitute for dollars where the need is to bring into 
the country real resources. 

Finally, the counterpart that can be used has been already pro- 
gramed and is a basic fact taken into account in planning the fiscal 
year 1958 program. 


COUNTERPART FUNDS AVAILABLE BY COUNTRIES 


Senator Russe.ty. Has that been submitted to this committee by 
countries and by counterpart funds available? 

Mr. Murpny. Yes,sir. The statistical supplement, Mr. Chairman, 
has spelled out for each country the use of the counterpart funds w hich 
Mr. Saccio is directing his remarks to. 

Senator Russeiyi. This sheet that has been handed to me by the 
clerk of our committee relates to Public Law 480, which is the agri- 
cultural program. How about the other courterpart funds? We 
have a great many of those that are generated through economic 
assistance. 
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Mr. Murpuy. Those are the ones to which | was referring. The 
utilization of those counterpart funds for projects is spelled out in the 
statistical supplement for each country by field of activity and 
by project. 

Senator ELLenpErR. The total amount of that is $1,062 million. 

Mr. Murpny. Yes, plus the estimated accruals during fiscal year 
1958. 

Senator ELLeNDER. Those are moneys that have been accumulated 
for the past several years? 

Mr. Murpny. Yes. 

Senator ELLENDER. In some cases you are unable to find ways and 
means of expending them. Isn’t that true? 
Mr. Murpny. I am not aware of any situation like that. 








I 
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COUNTERPART 





FUNDS TO PAY SOLDIERS 
Senator ELLENDER, I visited these countries. In Austria they have 
had as much as 5 million shillings that they did not know what to do 
with. They are reducing them gradually. It is my contention that 
these counterpart funds could be used in some countries. It is currency 
that can be used to maintain the local armed forces. 

Mr. Murpnuy. Wherever it is possible for us to use counterpart to 
defray the cost of the defense budget of the country, the program for 
1958 contemplates that we will do just that 

Senator EvtenpeR. Then you have all of these funds available? 

Mr. Murpny. No, sir. If I may continue, the funds that are 
referred to in the table that appears in the House hearings and which 
is attached to Mr. Saccio’s statement are all, as you have indicated, 
generations of counterpart from prior year programs and have all been 
programed where that was possible in prior year programs and cannot 
be used in any way to deduct from the amount of dollars required to 
carry out the 1958 programs that have been presented to the Congress. 














COUNTERPART FUNDS IN JAPAN 





Senator Youna. May I ask this question at this point: Could you 
not use Public Law 480 funds generated in Japan to furnish cement 
for military operations in Indochina or to obtain other military equip- 
ment for these areas? 

Mr. Mourpny. Legally and technically that is certainly possible. 
Whether or not that is actually the case in the Japanese example I 
am not sure. My understanding is that the Japanese Public Law 480 
program contemplates that the proceeds would be used for economic 
projects in Japan. 

Under Public Law 480 you are absolutely correct, one of the pur- 
poses for which local currency can be used is set out in section 104 (c) 
which is use ‘for the common defense”—the procurement of military 
material, equipment, and service. 

In a number of instances we are able to use it for services. For 
example, Korea. A large amount of Korean hwan generated under 
Public Law 480 is being used to support the military budget of Korea 
and thereby reduces the dollars necessary to be appropriated i in the 
mutual security program for that very same purpose. 
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REVISION OF PUBLIC LAW 480 AGREEMENTS 


Senator Youna. I think it would be desirable on your part to look 
into some of these agreements we have under Public Law 480 funds 
and see if the agreements could not be changed in the future to make 
better use of these funds. 

Mr. Murpuy. As you know, that sales program is proceeding, 
There was just a new authorization enacted by the Congress for an 
additional billion dollars and these purposes are all kept in mind when 
these sales programs are negotiated. As you probably are aware, we 
must reach agreement with the country, before we sell the surpluses, 
as to the purposes for which local currency proceeds will be used. In 
many instances, the sales negotiations become real difficult on that 
very point, because the countries want that decided in advance. 


USE OF LOCAL CURRENCY PROGRAMED 


Senator SALTONSTALL. I would like to ask Mr. Murphy this ques- 
tion following up what Senator Young said. Taking the availability 
of local currency, is it not true that in programing for economic aid 
in country A we will say, in arriving at the amount necessary to 
finance the program you figured in the local currency? So if Congress 
now cuts the dollars in economic aid and asks you to use up local 
currency to make up the difference, the actual effect would be a cut 
in the program because vou figured in already all the local currency 
that you could use. 

Mr. Murpny. That is absolutely correct, Senator, even to the 
point—and I would like to emphasize this--that in a number of 
countries we have assumed additional sales in fiscal year 1958 under 
the new Public Law 480 authorization in arriving at the aid level 
we requested in the mutual security program. Korea again is a case 
in point where our aid program for fiscal year 1958, where we re- 
quested — in the original program of the President, we assumed 
not only the availability of all the Korean money from prior year 
Public Law 480 programs, it even assumes an additional sale in 1958 
of —-——— more surpluses under Public Law 480. If that assumption 
were not made, it would have led to an increase dollar requirement 
of substantially the same amount. 

Senator ELLENpDER. So the program is on the increase rather than 
the decrease, notwithstanding the better stability of Korea. That is 
just what I have been contending. 

Mr. Murpny. I don’t think you can arrive at that conclusion. 


CONSTRUCTION COSTS IN SPAIN 


Senator Turn. Mr. Chairman, I have one question, and that is 
relative to the construction costs in Spain. There your Public Law 
480 funds can be used to pay for labor and any heavy equipment that 
might be used of Spanish ownership. Is that correct? 

Mr. Murpny. Senator Thye, I know vou are correct about the 
use of local currency for military construction purposes and so forth. 
But in Spain the local currency cost of construction is, I believe, 
financed from mutual security dollars. It is under section 402 of 
the Mutual Security Act. We sell the agricultural surpluses in the 
same way as under Public Law 480 and the pesetas derived are used 
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by the United States Government in large part—60 percent in fact— 
for base construction purposes in Spain, including labor and local 
materials and other construction costs. 

Senator Turse. Actually it lists here $113 million and that is on 
one of the charts, chart No. 2, that you have placed before us, as 
actual dollars that Public Law 480 has made available to you for 
your defense construction in Spain. 

Mr. Murpuy. No, sir. That $113 million is used for economic 
development. ‘The money used for defense construction was not in 
Public Law 480. It was dollars appropriated under the Mutual 
Security Act. 












LOCAL CURRENCY USED IN SPAIN 








Senator Toye. Then how much do you use in funds derived from 
Public Law 480 that goes into the military defense construction item 
in Spain? I followed through the charts and the forms vou have laid 
before us here and it is a little bit difficult for me to follow. 

For instance, at the bottom of page 1, balance of 0.589 billion con- 
sists of the following: Section 104 (d) uses in countries where there 
are no economic aid programs. 

Then you find Philippines, Taiwan, Thailand, Bolivia, and Iran, 
and then you go over to page 2, Greece, Israel, Korea, Pakistan, and 
Spain, and I can’t separate that because you are referring to earnings 
from Public Law 480. 

Mr. Murpuy. That particular $113 million under Public Law 480 
is being used for the purposes of section 104 (g) which is loans to Spain 
for economic development projects in Spain. 

The pesetas we are using for base construction purposes were 
generated almost 100 percent I believe from sales of agricultural 
surpluses which took place under section 402 of the Mutual Security 
Act. 

Senator Tuyre. Where do you show just how much money is used 
from the funds derived from Public Law 480 for your military con- 
struction needs in Spain because you are spending a lot of money in 
Spain? 

Mr. Murpuy. We are spending a lot of money in Spain under 
Public Law 480 but none for military construction purposes. The 
military construction pesetas are coming from mutual security ap- 
propriated dollars. 

Senator Toyz. Why could you not? Spain is in need of a lot of 
Public Law 480 commodities. 

Mr. Murpny. Yes, sir. We have had some sizable programs in 
Spain and this $113 million is an example of that. 











FUNDS DERIVED FROM WHEAT SALES IN SPAIN 





Senator Tuyr. You did use funds derived from wheat sales in 
Spain? 

Mr. Murpnry. Yes, sir. But they were under section 402 of the 
Mutual Security Act and not under Public Law 480. The transaction 
is basically the same except in the mutual security case we actually 
pay the Department of Agriculture the appropriated dollars for the 
wheat. In the case of Public Law 480 the Congress appropriates to 
CCC to restore their capital. 
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Senator Ture. And the farmer carries the burden of the criticism 
for that subsidy. That is correct. I didn’t have to wait for you to 
concur. 

That is all, Mr. Chairman. 

Senator Ho~tanp. Mr. Chairman, don’t you think it would be 
helpful just to illuminate the record if there were placed in the record 
at this point the details of the $113 million program in Spain out of 
Public Law 480 currency, none of which, as I understand, Mr. Murphy, 
are part of the defense-aid program. 

Mr. Murpny. That is correct. We would be able to supply some 
details, Senator Holland, at this point. The total obligations of that 
$113 million through the end of March of this year were only $8.9 
million. The projects for the use of the balance of that have not yet 
been fully agreed upon with Spain so it will be some months before 
the funds are put to work. 


AGREEMENT WITH SPAIN 





Senator HoLLaNnp. Does the agreement with Spain require that the 
full local currency funds acquired under Public Law 480 projects 
shall be used for economic aid? 

Mr. Murpny. It requires a certain minimum amount of sales 
proceeds must be used for United States purposes as distinguished 
from Spanish purposes. In the case of Spain, the total sales have been 
$184 million. $71 million of that has been for United States pur- 
poses and the balance of $113 million has been for Spanish economic 
development projects. 

Senator HoLLanp. My question is this: Does your agreement with 
Spain require that that $113 million be used on local development 
projects pot in connection with defense? 

Mr. Murpnuy. No, it does not require that, sir. As a matter of 
fact, I would not be at all surprised on research to find that some of 
the local projects in Spain would have a very definite relationship to 
our base program. For example, road construction which would give 
easier access to these bases or make them more readily usable in time 
of emergency. This would come under the head of an economic 
development project in Spain and yet would clearly relate to the base 
program. 

Senator HoLLtanp. There must be some sound reasons why none of 
this $113 million is used in the defense program. 

Mr. Murpuy. The reason is very simple. The requirements have 
already been met under section 402 of the Mutual Security Act. The 
Total peseta requirements for United States construction purposes 
in Spain have already been provided for from sales of surpluses under 
the Mutual Security Act. That made it possible when making Public 
Law 480 sales to use the large portion I have indicated for economic 
development projects in Spain as such. 


USE OF PUBLIC LAW 480 FUNDS IN PROGRAM 


Senator ELLENDER. Why couldn’t the same thing occur in other 
countries? We have a program of a billion dollars more for the sale 
of surpluses under Public Law 480. Why couldn’t we use the sur- 
pluses rather than the cash? 
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Mr. Murpny. The answer to that is a technical one but it is a very 
valid one. Under section 402 of the Mutual Security Act, sales of 
surpluses do not have to be in addition to normal marketings in Spain. 
Under Public Law 480 any sales must be in addition to the amount of 
the various commodities normally imported by Spain. So 402 under 
the Mutual Security Act has been used to make up items that would 
normally require foreign exchange. 


LIMITATION ON TOTAL FUNDS USED 


Senator ELLENDER. You have a limitation of $250 million. 

Mr. Murpay. It is nota ceiling, sir. Itisa floor. In other words, 
we must use not less than that amount. 

Senator ELLENDER. Have you ever reached the ceiling? 

Mr. Murpny. Yes, sir; we have many times exceeded it. 

Senator ELLENDER. You mean in recent years as a result of using 
triangular transactions? 

Mr. Murpnuy. Yes. 

Senator ELLENDER. Since Public Law 480 was on the statute book? 

Mr. Murpuy. Yes, sir, almost without exception. I can give it to 
you this morning after the bearings. 

Senator ELLENDER. I| would like to have it in the record. 

Mr. Murpny. I¢ is printed in one of our presentation books. 

Senator ELLENDER. We will put it in the record at this point in 
your remarks. I would like to see that. 

Mr. Murpny. Yes, sir. 

(The information referred to follows:) 
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Fiscal year 1957 dollar utilization for surplus agricultural commodities under 
sec. 402 of the Mutual Security Act of 1954, as amended 


[In millions of dollars] 


Area and country 





District sales: 
Europe: 
Germany - - 
Spain. - 3 
Yugoslavia__._- 


Total Europe 
Near East and South Asia: 
Greece. . - 
Israel _ - 


Total Near East and South 
Asia..._- ae 
Africa: 
Somalia ____- 
TOMA... ..-. 


Total Africa__. ._- 


Far East and Pacific: 
Cambodia 
Korea 
Philippines 
Taiwan 
Vietnam 


Total Far East and Pacific_| 


Latin America: 
Bolivia____ 
Guatemala 
Total Latin America 
Total direct sales__....___- 
Triangular trade: 
Europe: 
Austria 
France 
Germany . 
Italy 
Total triangular trade 


Grand total 


Programed | 
sales by 
| country 
| fiscal year 


| | 
Bread | Cotton | 
| 1957 total | grains | 


Surplus commodities 


| ; 
Coarse | Dairy 
grains products 
| 


——-—|——-— 


Fats and 


Other 
oils 























5.0 . 
33.0 |_- 
0 | 0 | 
5.0 | 





51.0 | 7.0 


280.6 | 104.6 





350.0 | 


85.0 
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MUTUAL SECURITY APPROPRIATIONS, 1958 


PREPARED STATEMENT 


Senator RusseLy. You may prerene now, Mr. Saccio. 
Mr. Saccro. Mr. Chairman, I believe what I am about to cover has 


been covered by the answers Mr. Murphy has given in response to 
certain questions. 

Senator RussELut. You may offer your statement and the tables 
that accompany it for the record. 

Mr. Saccto. Yes, sir. 

(The documents referred to follow:) 


STATEMENT ON AMOUNTS AVAILABLE FOR Mutua Security Program, FIiscab 
YEAR 1958 


The statement has been made that more than $12 billion are available to carry 
out the mutual security program in fiscal year 1958, in fact, that this money is 
sufficient to carry out the program for another 2% years. 

These are the figures that have been given in round numbers: 


Pipeline 

Counterpart : 
Public Law 480 

New appropriations _- 
Reappropriations _ - 


Total 


We have been informed that the committee would like to have the facts as 
related to these figures. I should like to say directly that this table gives a 
completely erroneous impression of the facts. It may be of assistance to the com- 
mittee if I make a brief statement on these figures and then request Mr. Murphy, 
Colonel Critz, and Mr. Ohly to deal more fully with each of the points involved. 

First, it is necessary to make one correction and adjust these figures accordingly. 
The figure of $6.3 for the pipeline includes $0.7 billion in unobligated balances. 
This figure also appears as the amount reappropriated —$0.7 billion. Therefore, 
if we are to talk of the amounts available to the program as of now, this $0.7 
billion should be subtracted from the total of $12.1 billion to reach the amount of 
$11.4 billion. From the standpoint of dollars in the pipeline—meaning commodi- 
ties and services in the course of delivery or performance the total figure is $5.4 
billion of which $3.7 is on the military side, extending over approximately 2 years; 
and $1.7 billion on the economic side which amounts to approximately 13 months. 

Now as to the pipeline either for the military or the economic side, its validity 
should be judged on the basis of time and not the money involved. In other 
words, how long does it take to obtain the goods or services. What is the lead 
time. 

A pipeline is not justified if funds have been committed for the delivery of 
goods 4 years from now and if it takes only 2 years to have these commodities 
delivered. The amount of money involved relates to the program requirements 
and not to the length of the pipeline. Colonel Critz will address himself to lead 
time mecessary in the military program. Mr. Murphy will answer questions as 
to the economic program pipeline. 

One other point on pipeline. The statement that there are $12 billion available 
includes the contention that funds in the pipeline can be used to carry out the 
fiscal year 1958 program. This is simply not so. The funds in the pipeline are 
already obligated to provide commodities and services specifically needed to 
carry out programs planned last year or the year before and which are only now 
reaching the delivery stage. These funds obviously cannot be used for the 
purposes for which they were planned and are needed and also be used for the 
fiscal year 1958 program as well. One or the other will suffer. 

The second point is the assertion that there are local currency counterpart funds 
equivalent to $1.1 billion which are available for the fiscal year 1958 mutual- 
security program. This is not correct. First, let me emphasize that this local 
currency is not convertible mto dollars and in most cases can only be used in the 
country in which it is generated. Second, a substantial part of the local currency 
is held in countries where we do not have economic programs. Third, this counter- 
part held in countries where we do have economic programs has a limited use. 
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(a) In some cases it is necessarily frozen to stem strong inflationary trends— 
Greece, Austria, and Korea. (6) It cannot substitute for dollars where the need 
is to bring into the country real resources. Finally, the counterpart that can be 
used has been already programed and is a basic fact taken into account in planning 
the fiscal year 1958 program. 

Now as to Public Law 480 local currencies. The situation is similar to that of 
counterpart with one substantial difference. The creation of local: currencies 
cannot be planned to any substantial degree. The main purpose of Public Law 
480 is the dispossl of surplus agricultural products. And only incidentally does 
it become an element in the assistance program. Sales are made to countries in 
which we do not have economic programs. The local currency generated in these 
countries cannot be used in the countries where we do have programs (except in 
limited cases). Secondly, in those countries where we do have programs the avail- 
ability of these local currencies has been taken into account to the fullest extent 
in the operation of the program. 

In addition we have also taken into account proposed Public Law 480 sales 
during fiscal year 1958 in arriving at the dollar requirements of the program. To 
cite an example: the fiscal year 1958 program in Korea assumes Public Law 480 
sales in the amount of $55 million and in Korea if it were not for these sales,the 
amount of the program in appropriated dollars would have to be increased sub- 
stantially by this amount. 

I wish to close with respect to the availability of local currency either counterpart 
or Public Law 480 with this essential fact. The amounts are not dollars—as they 
have been listed in the tables totaling $11.4 billion. If these currencies could be 
converted into dollars the program could be substantially reduced. It would be 
a clear sign that these countries had approached the stage of stable economies, 
We all know this is not the fact. Our aid is intended to help them in this direction 
and this can only be done by bringing into these countrtes real resources, whith 
requires dollars or other hard currencies. 

In conclusion, if we are to carry forward the mutual security program at the 
level deemed necessary to protect the security interest of the United States we 
cannot rely on the present unexpended balances or on local currencies that exist 
as counterpart or are made available under Public Law 480. 


Availability of Public Law 480 local currencies 
[Figures in billions of dollars} 


Total value of local currencies to become available under Public Law 480 
sales through June 30, 1957, and usable under subsecs. 104 (c), 104 (d), 
104 (e) and 104 (g) of Public Law 480 

Less local currencies available in countries where no economic-type program 
(except technical cooperation) is planned in fiscal year 1958 (annex A)-- 


Less local currencies not available in fiscal year 1958 (annex B): 
Previously disbursed (June 30, 1957) 
Not available until after June 30, 1958 


Total... 
Balance _ - sna eal 
Less local currencies available in countries where no specific economic-type 
programs (except technical cooperation) are planned in fiscal year 1958 
but development loan fund loans are likely (annex C) 


Balance 


Sete Gea. tied fee Ont et A A fed Oe “Oe 
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Balance of $0.589 billion consists of the following: 


Sec. 104 (d) uses in countries where there are no economic aid programs 
($0.031 programed as of June 30, 1957) 

- Minor programs: 

Philippines 

Taiwan__ 

Thailand 

Bolivia 

Iran 


Greece _ __ 
Israel _ _ 
Korea 


Spain 
Turkey 
Yugoslavia _ __ 


ANNEX A TO Pustiic Law 480 TasLe 


Countries where there are no economic MSP programs (except technical cooperation) 
are planned for fiscal year 1958 


[Excludes uses under 104 (d). Figures in billions of dollars] 


Argentina (technical cooperation) 

Austria (military assistance) 

Brazil (technical cooperation; military assistance) 
Chile (technical cooperation; military assistance) 
Colombia (technical cooperation; military assistance) 
Ecuador (technical ere military assistance) 
Egypt (no program) - - _- sa oa i Kbaeoet 
Iceland (tee hnical exch ange) - ans 

aaa (milit: ury aiabete ince; tec huteal & cooper ration) ____ 
Paraguay (technical cooperation) - 

Peru (military assistance; technic al coopers ation) - 
Portugal (military assistance). 


Total 


ANNEX B To Pustuic Law 480 TaRrLe 


[Figures in billions fo dollars} 


Amounts disbursed prior to June 30, 1957: 
Greece _ _ ; : $0. O11 
Israel _ __ ; . Scedies cen Fa ate enh x cle . 015 
Korea : : Ss is ae ene ciate . O11 
Pakistan _ _ __ , é aig ee ; pe . 018 
Total_ See tee 055 
Amounts not available until after June 30, 1958: Withe iad : . 020 











702 MUTUAL SECURITY APPROPRIATIONS, 1958 


ANNEX C To Pusuic Law 480 TaRLe 


Countries where any economic programs in fiscal year 1958 will consist of loans from 


reese Fal 


Free, Ch. f ee 
Indonesia !_ _ __ 


a =a 


the development loan fund 


[Figures in billions of dollars] 





a . 885 


1 In the cases of both Burma and Indonesia, the carryover of certain unobligated balances of fiscal year 
1957 funds has been requested in order to complete fiscal year 1957 programs. 


Country 


Austrig._....... : 
Belgium and Luxembourg. 
UM Co inctane 

Burma sania 
Cambodia. ------- 
France_.-__--- Sikes 
Germany -.----.-.-- 


CP Bi osss tebdis eds 


Iceland ____--- 
Indonesia .-- 
Iran_ wid 
Ireland - ----- seule 
Israel... --- 
Seen ene 
Jordan......- F 

I ie icctnas x 
I i cae 
Netherlands 

Pee. 20+... 
Pakistan_____- 
Philippines 

Portugal. 

in ees aaiee : 
Taiwan_____--- 
Thailand __-__- 
(> ee pS 
United Kingdom. 
Vietnam __-__-_-- 
Yugoslavia. ----.---- 


TOR, a6- ie 





Currency 


Schillings --____--.- 
Francs. _- 
Bolivianos- -._.--...-- 


Kyats__...- cok Desig 


MON. sod ane 
Francs. ----- 
Deutschemarks 
Drachmae 


PIE ois sidibhn Rec anaes 


Rupiah -- .--- ; 
bid 


| Pounds-.---- 


do_. 
Lire___ 
Dinars__ aia 
BWR isi x.- 
Be ct abun s 
Guilders- 


mire e202: ith iG 
Oss op cccv nies) 


I aslo bein 
Escudos 

Pesetas a os 
N. T. dollars. 

Baht... _- 

Lire... -- 

Pounds 

I. C. piastres 

Dinars -__- 


1 Includes receivables not actually deposited of $111 million equivalent. 





Units of 
currency 


4, 267, 697, 740 
24, 131, 360 

4, 763, 253 

1, 320, 574 

117, 855, 633 
173, 423, 712 
123, 807, 561 

7, 109, 093, 924 
206, 151, 723 
439, 871, 678 
49, 733, 448 

4, 727, 344 

10, 022, 107 


-| 50, 274, 884, 609 
| 


10, 058 


| 67, 816, 233, 694 | 
96, 569, 066 | 


359, 924, 469 
25, 698, 469 
150, 114, 612 

9, 010, 928 

90, 095, 974 
516, 763, 423 
3, 182, 303, 165 
403, 868, 434 
170, 613, 731 
213, 804 

993, 136, 097 


| 7,651, 365, 714 





Balance of special counterpart account, as of Mar. 31, 1957 


Special ecounter- 
part account 
(dollar equiv- 

alent) 


164, 142, 221 
479, 558 

617 

276, 560 

3, 384, 711 
495, 496 

29, 463, 960 
236, 969, 791 
10, 983, 043 
38, 316, 348 
650, 110 

13, 179, 837 
5, 567, 837 
80, 439, 815 
28, 162 

135, 632, 467 
2, 773, 379 
94, 073, 257 

3, 597, 714 

31, 549, 939 

4, 496, 471 

3, 133, 773 

13, 267, 354 

1 128, 422, 242 
19, 633, 857 

272, 982 

596, 107 

28, 375, 317 

12, 752, 276 


1, 062, 955, 201 


— 


fo 


al 


al 


in 
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Status of counterpart fund deposits, 90 percent portion, as of Mar. 31, 1957 
{In millions of dollars equivalent] 








Available | Unavailable | No current 
Country for current for current | economic aid Total 
use use program 

Austria di ceria an cs elated ihaatindaas ih a aaa 8 SOO 8 bo cose asd cas $164.1 
nets SE LAOURDOUNE.. 2. 4nnd caviccupaedicndligeanciidbiacd:<tameeeiene mee $0. 5 5 
a ener rs eNO) PETIT) MTS Eee atlas ® 
Burma .3 
Cambodia 3.4 
France. 5 
Germany 7 3 29.5 
| re 237.0 
Iceland Sie 4 11.0 
SES 2 0cnnnncomsenucncactbijgnkon duanedabdiienaaalivamiuninaea ne 38.3 38.3 
RS ctesc ater tier dah es tanner sen ciestbalbeninig abarindinash teaamialaed et Eakabonsntbcenticasedpatenekas .6 
SE Sahin katte cond tnnecset hy entinebdaicansgniagia ace aaa binbigeibadetess 13.2 13.2 
i — iclndadcebacuibde de waeaanee GA tita cco binaceaadbee 5.6 
Ktaly...... dma ine ncrasab es ennadintiienetaibmabandemeaiiaaas 80.4 80.4 
Jordan --.-_-- jb veretcocussdgnb daansicndinbies ie semupeekkia dei aie eanemaatE es @) 
I ihc a lectcn aap 0 cace pen ech ceieha oek apsiedi Sealine 35. 6 UO Likes din candwns 135. 6 
BN ns aa honedbweuthuosdsanadh<ddmnddimiekiiben Te Wikaas eaaadent a PLE 2.8 
I NTININNDTL < .chcechose itethenpigin i taaengepaadilaiaic tea ic Rdacdendeisioniodsa 90.0 94.1 
Norway aatii~ meneaeedediaal snmetsite intemal Rah atten cs dbadil 3.6 3.6 
Pakistan__-_- thuicmadbakdmungeibnaade SE. 2 SS es ere 31.5 
ID 1 ainidhinsi igus tsp mrernie Geet Migtiseh dea: ail il Bhi cd aptadbicdiigs neniuidnasdenie 4.5 
Portugal. __ can Uc culated swe eed gyaiannbiaaiiiae ee aaa 3.1 3.1 
asec erpeeaitawnsne sateen se le 5 cosenecailiiee alee SO tl aces i t Ripiensdl cialtitesial Gah 13.3 
Taiwan. ...-- aii dasa tecnknahs hate Glial 12.4 © ED Bees necenckcreiaad 128.4 
ee a Se Se ‘ MR Bel cnchckbictissbuaboonnapale 19. 6 
Trieste - sig ie sted wi acct plette teil ci sircnegdaga ici pidioaiecenetnem sews Satitialiled 3 .3 
United Kingdom ih she : eae ee 6 .6 
Vietnam _. 5 wan hin cade a TE  Gebdn se eanee oid caricaaeinde ab iedens 28.4 
0 SS. Se ees BES Eathicdcacnbiamlasasenenas 12.7 

185. 5 617.1 260.3 1, 062.9 


1 Less than $100,000. 
2 Sterilized as anti-inflationary measure. 
3 Receivable arising out of program prior to date Nationalist Government fled the mainland. 





PRIOR YEAR EXPENDITURES 


Senator Russeiu. Under section 402, which is agricultural program, 
for the past fiscal year, was that $250 million, Mr. Murphy? 

Mr. Murpny. Yes, sir; that was the floor. 

Senator Russeiu. Was all of that used? 

Mr. Murpny. Yes, sir; we are not allowed to use that money for 
any other purpose. 

Senator Russeuu. I believe the present bill authorizes $175 million. 

Mr. Murpuy. That is correct. The conference agreement on the 
authorization bill requires a minimum of $175 million. 

Senator Russexvyt. That will produce that much more of this 
indigenous currency where we operate this program. 

Mr. Murpuy. That is correct. 


TOTAL COUNTERPART TRANSACTIONS 


Senator Russe.u. I think it would be very interesting and helpful 
to us if we could get 1 compilation or 1 table that would show the 
total counterpart transactions up to the present time from the time 
we started this program. It would give the total number of these 
units similar to this balance of this special counterpart. Would it 
not be possible to run it back and get the total that has accrued in 
each country? 
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Mr. Murpny. I have a printed report on counterpart funds which 
I can make available to the committee and which starts with the day 
of the beginning of the Marshall plan, April 3, 1948, and comes for- 
ward on a cumulative basis for each country. 

Senator Russexiu. Will you be good enough to extract those tables 
and turn them over to the reporter so we can have them printed like- 
wise in this hearing? 

Mr. Murpay. I would be glad to do that. 

(The document referred to follows:) 


1957 
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Status of counterpart funds- 


‘Thousands of dollar equivalents] 
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SITUATION IN AUSTRIA 


Senator Russevu. We use here in all these counterpart funds, for 
example, in Austria we might take the shilling, we have a large accumu- 
lation of shillings because, as someone has stated here, Austria js 
plagued with inflation and we have been accumulating them there 
rather than utilizing them. 

Mr. Murpuy. May I comment on that to eliminate a possible mis- 
conception on this particular Austrian case. 

There was a very unusual situation in Austria, Mr. Chairman, 
whereby the country right after the war when first receiving aid was 
unable to derive, from the introduction into the economy of the ccm- 
modities supplied, the total shillings represented by the dollars they 
cost the United States. As a result, because the law at that time re- 
quired the deposit of counterpart on a value commensurate with the 
United States dollar expenditures, the Austrian Government had to 
borrow from its own treasury on non-interest-bearing certificates, the 
shillings necessary to make up the gap between what they collected 
by putting these items into their economy and the dollars the United 
States spent. They did that at the time with the agreement on the 
part of the United States that they would be released back to the 
Austrian Government and it would become in effect a bookkeeping 
transaction. 

Senator Russett. You mean they are going to turn the sbillings 
back themselves rather than expending them on projects in the 
country? 

Mr. Murpny. The shillings never really existed. They were cer- 
tificates issued by the Austrian Treasury which were deposited in the 
counterpart fund. What we are doing is in effect canceling the 
certificates. 

Senator Russeiu. Do they appear in this sheet? 

Mr. Murpnry. Yes, sir; 3.7 billion of that 4 billion plus is represented 
by that particular transaction. On July 8 of this year, pursuant toa 
special provision included in last year’s appropriation act, that 
transaction was consummated with the Austrian Government and those 
3.7 billion shillings are no more. 

Senator Russe.u. The real fund there 1s about 500 million shillings. 

Mr. Murpay. Yes, sir. So this particular statement you have 
which happens to be March 31 contains that 3.7 billion shillings and 
they are no longer in the account. 

Senator Russe. Does that condition exist with respect to any of 
these other countries? 

SITUATION IN GREECE 


Mr. Murpuy. A somewhat similar condition exists in Greece and in 
Korea. In Greece was have a situation where the Greek Government 
was able to deposit its counterpart in some of the early days of the 
Marshall plan only by overdrafts on the Bank of Greece. The same 
provision of law to which I referred a minute ago also authorized us 
last year to negotiate with the Greeks to wipe that out. That 
amounted to 2% billion drachma, which approximates one-third of the 
total drachma shown on that table that you have before you, sir. 
The balance of that 7.1 billion drachma is frozen because the release 
of it into the economy of Greece would start inflationary pressures 
which could only lead to further economic troubles in Greece. 
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In effect, while we show on this March 31 statement 7.1 billion 
drachma in Greece, from the standpoint of their value in carrying out 
these aid programs they are nonexistent. 


AGREEMENT WITH KOREA 


In Korea, a somewhat similar situation exists. There our bilateral 
agreement with the Government requires that the Koreans deposit 
hwan equivalent to the dollar expenditures of the United States. 

Senator Russety. That does not mean the free market value. 
That means the official exchange. 

Mr. Mourpny. Yes, sir. For every dollar we expend today the 
Koreans must deposit 500 hwan in the counterpart fund. The Korean 
program has included large components of project type assistance for 
projects in the public sector which do not generate hwan as the 
commodities are introduced into the economy of Korea. Nevertheless, 
the Korean Government has been required by the agreement to 
deposit hwan. They have been able to do this by overdrafts drawn 
on the Bank of Korea, and approximately $100 million worth of 
counterpart in Korea at the moment is represented by those overdrafts. 

Again, if we were to draw on those hwan 

Senator Russetu. That is about three-fourths of it. 

Mr. Murpny. Yes, sir. If we were to draw on those hwan and 
use them in Korea the inflationary pressures that would result would 
probably lead to the requirement of more United States aid. 

So these $100 million worth of hwan are in effect frozen. 

Again from the standpoint of their utilization in the program either 
1958 or any other year, it would be a very unwise move. 

Senator Russe.u. Are you able to bring this table up to July 1? 

Mr. Murray. | believe so. 

Senator Russeiu. I wish you would do that and I wish you would 
put a little asterisk on the countries affected by those special conditions 
and a little footnote that would show the reason. 

(The information referred to follows:) 
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Balance of special counterpart account as of June 30, 1957 


Special coun- 
Currency Units of cur- terpart ac- 


rency count (dollar 
equivalent) 


~ ..| Schillings 8, 948, 119, 033 1 $151, 850, 732 
Belgium-Luxembourg.-- Francs 20, 219, 929 402, 147 
Bolivia Bolivianos ___. 4, 763, 253 569 


Kyats 1, 320, 574 278. 016 
Nich state: 172, 580. 818 4, 956, 370 
Francs 168, 739, 167 482, 112 
Deutsch- 112, 088, 983 26, 681, 500 

marks. 
Drachmae-....| 7, 111, 660, 037 1 237, 055, 335 
\e anne aad ; Kronur. -..-- : 208, 912, 798 12. $01, 029 
Indonesia----_..........- j Rupiah 462, 677, 330 18, 433, 380 
Lee ee mt SE 87. 114, 744 1, 138, 755 
Pe Fist in ss S208 jeiie 4, 390, 267 12, 257, 187 
ON tact ont neal te heel in gl 527, 107 292, 837 
ee ieiGne aa 2 Sbbodsvbveniracdasasbiwes bane boWeucn | Mes Saku ep, Sy ey ey ee 77, 063, 763 
Oa es i ahh Be ghh co ei tests belie Salle 10, 058 28, 162 
PI ono ones oe rs 99, 431, 004, 717 2 198, 862, 009 
p EPR SRE POA ALS itr tt teeta k 71, 838, 711 2, 063, 145 
Netherlands 209, 924, 282 54, 839, 154 
; 25, 698, 470 3, 597, 714 
Rupees......-- 193, 735, 475 40, 786, 626 
10, 381, 303 5, 180, 291 
Escudos.-...-- 17, 012, 368 591, 735 
‘ 725, 012, 451 17, 151, 938 
'. T. dollars..| 3, 166,011, 714 3 127, 764, 799 
418, 503, 427 20, 149, 419 
Ca Oe ee (ee ae aA 170, 613, 731 272, 982 
Wee ee ee, cece a S32. Ts Ve ee cena sta 26, 858, 568 9, 592, 346 
United Kingdom . 196, 835 549, 544 
WER ERiL alt. akon nicdesnirinsedawadauddaccathe. I. C. piastres..| 1, 949, 141, 442 55, 138, 837 
Weeds... UGG Kon dtd diss. ied). Sa aa. 8, 009, 810, 749 13, 349, 685 


Po Tidssicehntise eb bbackckndnbbendtcs sobensefantlendcmacccdesabbecedavatcete 1, 093, 612, 098 


1 Unavailable for current use, 
2 $100 million unavailable for current use. 
3 Includes receivable not actually deposited of $111.0 million equivalent. 


Note.—See also table on p. 703. 


CATEGORIES OF COUNTERPART FUNDS 


Mr. Mourpny. There is also another table attached to Mr. Saccio’s 
statement which I think in part satisfies your question (see table 
on p. 7C03). You will notice that table distributes the same $1,062 
million worth of counterpart in three categories and it shows that 
approximately on $200 million worth have any real use in carrying 
out the program. About $600 million worth fall in these categories 
that I have discussed at some length. The balance of $300 million 
worth is in countries where we have no economic aid programs and 
which therefore could not possibly be used to substitute for fiscal year 
1958 funds. 


RATE OF EXCHANGE 


Senator Russe... In all these countries, we allow them the official 
exchange rate that they fix themselves on their unit of currency 
without regard to what it is selling for in the free market, do we not? 

Mr. Murpny. That is correct. The agreements generally require 
the deposit at the legal rate prevailing at the close of each month. 

Senator Russe.u. In that case we are making a very distinct 
contribution to the stabilization of the economy of those countries. 

Mr. Murpuy. I would certainly say it has a stabilizing effect, 
Mr. Chairman. I must admit in all candor that it varies from country 
to country. 

Senator Russe.u. Of course it does. In some countries it is much 
greater than others. 
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Mr. Murpnuy. Yes, sir. 

Senator Russeiu. In some of them they have almost the value of 
the official rate. In others the official rate is extremely fictitious, 

Mr. Murpuy. Yes, sir. 

Senator RusseLu. You can go on the streets of those countries and 
buy the currency at 25 percent more than the official rate. 

Mr. Murpny. Yes. 

Senator RussE.Lu. That is a form of economic aid to those countries. 

Mr. Murpuy. Definitely. It is represented in all instances by the 
import into the economies of real resources from without. 

Senator Russe.u. That is right. I want to see the total number of 
units we have and I am glad you have it in the green volume you 
displayed a few moments ago. 


COUNTERPART FUNDS IN SPAIN 


Going back to Spain, I am not completely clear as to the reason 
you gave Senator Holland as to why this $113 million worth of pesetas 
at official rates was not being utilized. Do you think that is being 
utilized on the auxiliary projects for these installations we are building 
there? 

Mr. Murpuy. I believe some of it is or will be, Mr. Chairman. 

Senator Russeuu. [ was over there last fall and they nearly com- 
pleted a base but you can’t hardly get there in a truck over the road. 


The road construction has lagged far behind the base construction. 
Mr. Murpny. Yes, sir. 


CONSTRUCTION OF ROADS 


Senator RusseLu. There was a good deal of complaint about it. 
But some of the roads are being built with these counterpart funds. 

Mr. Murpuy. Yes, sir. In addition to that on the dollar side of 
the mutual security program we are trying to the best of our ability 
to introduce modern equipment which must be imported into Spain, 
which also would speed up these transportation projects which are 
not only roads but also railroad improvement and so forth that 
would make these bases most effective. 


INFLATIONARY EFFECT OF PROGRAM 


Senator Russet. Mr. Murphy, you seem to be not only a very 
well-trained and experienced controller but somewhat of an economist. 
There is one thing that puzzles me about this whole program. Every- 
where we go into a country it seems we bring on a wave of inflation. 
Have you any theory why that takes place? Spain since we moved in 
there building these bases at an original cost of $800 million are 
finally going to get up to a billion and a half, the mere fact we are in 
there with this construction program they tell me has set off all kinds 
of inflationary movements in Spain. Why is that true? Do we pay 
them a great deal more than they pay their own people? 

Mr. Murpuy. No, sir. If you will forgive me, let me explain that 
I am not an economist. 

Senator Russe.ty. You have been in this program and I would like 
to get your views. I can get them from the Secretary of Defense and 
others, but sometimes I get a little clearer idea from a man who is a 
little closer to the program. 
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I would like in all sincerity, your opinion. 
Mr. Mourpay. I think it is not an abnormal situation for a large 
ublic-works construction program, as I think you would agree the 
ase construction program in Spain is, to have an inflationary impact 
because of its nonproductive nature. 

In other words, it is not a manufacturing plant. It is not going to 
produce consumer goods that will be released into the economy and 
absorb purchasing power at a later date. It is for a basically non- 
productive purpose, namely military defense. 

When you have a large sum of money invested in any country for 
that kind of construction, it almost invariably will set off some kind 
of inflationary spiral and can, of course, happen right here in the 
United States. 





WAGE RATES 
Senator Russeiu. The only element of inflation I could see there 
was in the wages the people receive. We could not use the Spanish 
concrete. We had to go to Germany and Holland to get the cement 
to make the runways, so I assume maybe we raised the wages and set 
off this inflationary scale. As you say, we are not producing any 
consumer goods that can be absorbed with these expenditures. 

Mr. Muvrpny. I don’t think that is the case. I think you will 
find only recently the Spanish have raised the wages 40 percent. 

‘Senator Russeity. They raised the wages three times in Spain 
since we came in there. 

Mr. Murpny. It is my understanding even with those raises the 
wage rates are not keeping pace with the cost of living. 

Senator Russeiu. That is entirely correct. When you are hiring 
that relatively small proportion of the nation, how does it set off 
the inflation? 

Mr. Murpny. I don’t think you can attribute the inflation spiral 
solely to the base construction. It is symptomatic of the conditions 
in the world. We have the condition here and they have it in other 
countries. 

Senator Russe.y. That is true. But they did not have it in Spain 
until we got there. 

Mr. Murpuy. That may be the case. I am not sufficiently 
familiar with the situation before we arrived. 

Senator Hottanp. They did not have any prosperity in Spain 
until we got there. 

Senator RussEiu. It is a rather dubious form of prosperity when 
you get the wage rates way behind the cost of living. Of course, their 
standard of living is considerably below ours. 

Does any other member of the committee have any questions? 



























SPECIAL ASSISTANCE 






Senator SALTonsTALL. I have one question. 
Mr. Murphy, before you gentlemen leave us, while it has been 
gone into fairly thoroughly, I would like to get from you any additional 
information you care to give on the special assistance. I know that 
is very high in priority because it is more flexible. 

The House cut $75 million off it. The statement is made that if 
that $75 million is left off, it is going to leave the President’s emer- 
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gency fund or special assistance at about $75 million because $100 
million has already been planned. 

That includes $19 million in round figures for malaria eradication; 
$10 million for Hungarian relief and $3.4 million for Western Europe 
technical exchange and the balance is classified. 

My question is, is that $100 million that is programed committed 
or can we freely move out of it if you do not have the money? 

Mr. Murpny. The short answer to your question is that we are 
not committed because we never commit before we actually have the 
sanction of the Congress in the form of appropriations. 

The $100.1 million of the $300 million which the President origi- 
nally asked to be authorized and which was later reduced to $250 
million by the Congress, represented our best, current judgment of 
the requirements during fiscal 1958 of the items you mentioned, plus 
the classified items. 

HOUSE REDUCTION 


The House, as you say, reduced the $250 million item further to 
$175 million which would mean that almost certainly we could not 
proceed to carry out the $100.1 programs at the level indicated in the 
presentation, specifically malaria eradication, which is an eradication 
program not a control program. 

That would have to be substantially reduced in 1958 below the 
$19.4 million figure that is included. 

Senator SauronstaLu. The President used last year $150 million 
of the $250 million authorized for special assistance. 

Mr. Murpny. [ think it is approximately correct. 

Senator SALTONSTALL. Is it the plan of the administration or is it 
the fecling of the administration that there should be at least $200 
million of flexibility for emergencies? 

Mr. Morpuy. Yes, sir. It becomes particularly important when 
you are confronted with the possibility of large cuts in the other items. 

As you have so properly indicated, Senator Saltonstall, the special 
assistance fund is a very flexible fund and the President may use it 
to supplement other funds wherever an emergency would dictate the 
wisdom of that move. 

Senator SALTONSTALL. So if the money was not put back to $250 
million, some of these programs that had been planned would have to 
be cut substantially in order to keep enough flexibility in the fund. "4 

Mr. Murpuy. And the President’s flexibility would also be seriously 
limited. 

Senator Russe.ty. The items you have set up there have been 
more or less tentative. There has been a great variation in the 
expenditure of this fund from the beginning. We allocated all 
tentatively without spending hardly any of it and in other cases we 
spent most of it. 

ECONOMIC AID 


Mr. Mourpny. No, sir. I think you will find the $100.1 program is 
for economic purposes and I think the record will show year by year 
that we have pretty substantially used the funds that have been 
provided on the economic side. 

The items that are in the $100.1 include a number of country 
programs. For example, Bolivia and Haiti and Guatemala, which 
we could not properly include under defense support because we have 
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no military agreement in those countries. So these countries pro- 
grams had to be moved over and covered under the special assistance 
category. In Bolivia the full ———— million that is programed wil] 
certainly be required in 1958. 

Senator RusseL.y. We adopted them and will have to spend a lot 
of money for a long time. When we had the hearings on the Middle 
East resolution, we got into some of these special funds and it deyel- 
oped that there had been allocations made and changed about three 
times in the course of a year. They were not firm at all but tentative 
allocations. 

Is that not the same fund you are talking about? 

Mr. Murpuy. Yes, sir. Some of the funds involved were the same. 
As the year progresses our program plans do change, sometimes up- 
ward and sometimes downward. 

Sometimes items are introduced and others eliminated. 


CARRYOVER FUNDS 


Senator Russeiu. Did we not have a carryover of $92 million? 
Mr. Murpny. That was a 3-year fund appropriated in 1956 for 
fiscal year 1956, 1957 and 1958 which at the end of fiscal 1957 only 
had $6 million-plus, obligated. The balance of the $93 million you 
refer to is fully programed. 

Senator Russe.u. It has been programed all the time? 

Mr. Murpuy. No. The concept of that fund was a $200 million 
fund. 

Senator ELLeNprER. It was $300 million and we reduced it to $200 
million. 

Mr. Murpuy. No. You reduced the appropriation to $100 million, 
You are correct about the $100 million reduction but it was taken 
from $200 million rather than $300 million. 

It was a concept which suggested that the way to get economic 
development in Asia was to get the Asian nations working together 
on projects which involved more than one country. 

Our experience has shown in the past few years, and we have known 
the difficulty of getting projects worked out with only one country, 
that when it comes to dealing with 3 or 4 countries, the negotiations 
are really terrifically long. 

That accounts for the great lapse of time before we have any large 
sums obligated. We fully expect that during 1958 many of those 
negotiations which are well along will come to fruition. 

Senator RusseLut. You have allocated practically all of it tenta- 
tively? 

Mr. Murpny. Yes. 


NATURE 





OF PROJECTS 
Senator Russeiu. Aren’t some of these projects rather ephemeral 
and there is great doubt whether they can actually be carried out in 
the next year? All of them have been declared desirable. 

Mr. Murpuy. I would not categorize them as such sincerely. 
There may be instances in that list that, regardless of how we try we 
may fail in 1958 to actually bring the thing to the point of obligation, 
A good many of them are well along in the negotiations stage. 

I will be very dissappointed, sir, if they are not obligated during 
fiscal 1958. 


or 
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Senator Russreuu. I understand that these projects are classified. 
Mr. Murpuy. No, sir. 


CONTRIBUTION REQUIREMENTS 


Senator Russety. How about these two country projects? Do we 
require any contribution from them or do we assume 100 percent of 
the cost? 

Mr. Murpuy. Unfortunately, I am not familiar with the details 
of this project. I am familiar generally with the status of them from 
the standpoint of obligation. 

Iam not sure I can answer your question precisely, but I know as a 
matter of policy that the administration expects a fair-share contri- 
bution on these projects. 

I think there is one exception on there, the Asian nuclear center, 
where I believe Mr. Saccio may be of help. 

Senator Russetu. Maybe Mr. Saccio knows the details. 

Mr. Saccro. On the nuclear center we are asking for contributions 
from the other countries as well. 

Senator Russett. Do you know what prompted us to conclude 
that it was desirable for us to undertake that as an American under- 
taking without requiring them to contribute to it? 


COLOMBO PLAN 


Mr. Saccto. | say they are required to contribute something. This 
is primarily with nations who are members of the Colombo Plan. 
Although we expect larger contributions from countries like Great 
Britain and Australia, we do not expect as much from the countries 
of southeast Asia. 

Senator ELLeENDER. What are the countries? 

Mr. Saccro. The members of the Colombo Plan? 

Senator ELLenpER. That includes Australia? 

Mr. Saccio. Yes. 

Senator E.tenper. What will the entire project cost? 

Mr. Saccio. I do not know exactly. 

Senator ELLenpeER. Will you find out what it is and what is the 
contribution of Australia in proportion to the entire cost? 

Mr. Saccio. The capital cost is estimated at $15 million. Oper- 
ating cosis will be approximately $4 million per annum. I know 
that these contributions have not been agreed to yet, but the policy 
of the administration is that they should agree to mé ake contributions 
to this before we enter into the project. 

Senator Russe.y. That is the type of project that might be deferred 
if they do not have enough interest to contribute and do not have the 
trained personnel. There is no need to rush in and assume it all 
ourselves. 

Senator Hotitanp. Mr. Chairman, there is one item that has not 
been mentioned, which I want to mention because I am exceedingly 
interested in it and so is my colleague, who is the author of the amend- 
ment to the present authorization bill and that is the section 400—B in 
the bill on which the House bill does not make any appropriations. 


SPECIAL DELEVOPMENT FUND FOR LATIN AMERICA 


It is the amendment authorizing $25 million for special development 
fund for Latin America. It follows a similar amendment last year of 
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$15 million which was practically all used and very advantageously 
$2 million on grants, $1 million to the organization of American States, 
another million for the elimination of malaria generally throughout 
Latin America, and the other $13 million op various loans, seven of 
which were made and were very helpful and are being repaid. 

Secretary Anderson, the new Secretary of the Treasury, in his 
opening address at the current convention now being held at Buenos 
Aires, referred particularly to the successful operation under the pre- 
ceding session. 

I have a prepared statement here which I will not weary the com. 
mittee by reading, but I would like to insert it in the record because 
I am going at the appropriate time to ask as strongly as I can for the 
making of the appropriation of $25 million for this purpose. 


PREPARED STATEMENT 


Ninety percent is required to be made in the form of loans. We 
think it has had extremely fine acceptance in Latin America. It has 
built a great deal of goodwill. It is being used to a very fine ad- 
vantage. I would like to put the statement in at this time. 

Senator Russeiu. Yes, indeed. 

(The statement referred to follows:) 


Section 400 (b) of the mutual security authorization bill provides as follows: 

“For the purpose of promoting economic development in Latin America there 
is hereby authorized to be appropriated to the President not to exceed $25,000,000, 
which shall remain available until expended, and in the utilization of such sum 
preference shall be given to (A) projects or programs that will clearly contribute 
to promoting health, education, and sanitation in the area as a whole or among 
a group or groups of countries of the area, (B) joint health, education, and sanita- 
tion assistance programs undertaken by members of the Organization of American 
States, and (C) such land resettlement programs as will contribute to the resettle- 
ment of foreign and native migrants in the area as a whole, or in any country of 
the area, for the purpose of advancing economic development and agricultural 
and industrial productivity: Provided, That assistance under this sentence shall 
emphasize loans rather than grants wherever possible, and not less than 90 per 
centum of the funds made available for assistance under this sentence shall be 
available only for furnishing assistance on terms of repayment in accordance with 
the provisions of section 505.” 

This was the amendment which Senator Smathers proposed and had adopted 
by the Senate Foreign Relations Committee. The amendment was contained in 
the mutual security authorization bill before the Senate, and in this legislation 
when it passed the House. 

As you know, the House Appropriations Committee and the House failed to 
provide any funds to carry out the authorization in the foreign aid appropriations 
bill, H. R. 9302 (see p. 3, lines 18 to 21). 

The special assistance authorized under section 400 (a) of the mutual security 
authorization bill is wholly different from that provided for in section 400 (b). 

In order to provide appropriation for the Smathers amendment to the mutual 
security authorization bill, it will be necessary to propose the following amend- 
ment: 

On page 3, after line 21, insert the following: 

“Special assistance, Latin America: For assistance authorized by section 400 (b), 
$25,000,000.” 

You will note that 90 percent of the funds to be expended under this amend- 
ment are to be on a loan basis. Last year Senator Smathers proposed a similar 
amendment and $15 million was appropriated for this special regional fund for 
Latin America. 

The fund is to be utilized to assist Latin American Republics in the vital basic 
fields of health, education, sanitation, and land resettlement. The total amount 
of money appropriated by the Congress last year has already been expended. 
It was just a small start but the good will which it engendered is inestimable. 

The moneys appropriated by the Congress last year have been allocated in the 
following manner: 
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Two grants totaling $2 million have been made. One was in the amount. of 
$500,000 to the Organization of American States for agricultural research, and the 
other totaling $1% million went to the Pan American Sanitary Bureau to be used 
in the battle to eradicate dreaded malaria from the hemisphere. 

Panama was granted a loan of $2 million for the construction of water and 
sewerage works in the city of Panama. It has agreed to repay the loan in 20 
years with 3-percent interest. 

Costa Rica received a loan of $2 million, payable on the same terms as the one 
to Panama. The money will be utilized by Costa Rica to rejuvenate the children’s 
hospital in San Jose. 

A loan of $850,000 was made to Chile to help seven Chilean universities establish 
a central library and equip their laboratories for the training of youth in the 
technical and scientific field. 

Peru received a loan of $2 million to be used to open up for settlement rich 
agricultural lands. 

Ecuador received a loan of $2 million for financing a land resettlement project. 

Paraguay received a loan of $1 million for agricultural and industrial 
development. r 

In addition a loan to Honduras was approved in the amount of $3 million for 
water and sewerage systems and for area development for resettlement. 

Thus $14,850,000 has already been allocated primarily to 7 Latin American 
countries from the $15 million available without satisfying the necessary needs 
of other Latin American Republics which have equally meritorious projects, 

One of the greatest mistakes in the foreign aid program is that we often look 
at Latin America as a whole, rather than as 20 individual Republics, each with its 
own independent and distinet problem. Out of last year’s appropriation, the 
majority of the benefits were to only seven Latin American countries. Despite 
this fact the response from Latin America indicates that the value of the good will 
engendered in our relations with this area is inestimable. 

This program, chiefly predicated on a loan basis, has just been started. Asa 
matter of fact, most of the loans were made during the month of May of this year. 
It is a program which the Congress should continue. It is a program where the 
benefits will inure not only to the various Latin American Republics but to the 
United States as well. Many of the Republies need our help in these basic under- 
takings of projects to promote health, education, sanitation, and land resettle- 
ment. Latin America, from the standpoint of trade, strategy, and raw materials 
is of extreme importance to the United States. The United States is equally of 
value to that area. Today, Latin America is suffering from political and economic 
instability and, unless we assist them in their hour of need, we must be prepared 
to suffer the consequences. 

It cannot be emphasized too strongly that this program is no handout or give- 
away. It is predicated primarily on a loan basis. The money loaned will un- 
questionably be repaid, not only in the principal amount of the loan with interest, 
but such repayment will carry with it other valuable considerations such as 
increased trade and the further strengthening of our national defense in the 
Western Hemisphere. It is a program which is designed for Latin America; it is a 
program which the Latin Americans themselves advocate, and have long cried 
out for; it is a program which can and does maintain the self-respect of its people. 
The area as a whole, as well as each Republic, desires a little special individual 
attention because of its closeness to the United States. This special attention is 
given by not grouping Latin America with the other countries of the world where 
it must stand in line to seek the help which it badly needs. The program author- 
ized by the amendment to the mutual security authorization bill achieves this 
goal and gives Latin America just recognition in connection with the overall 
foreign aid program. 

On August 19, 1957, Secretary of the Treasury of the United States, Robert B. 
Anderson, in addressing himself to the first plenary session of the Economic 
Conference of the Organization of American States, at Buenos Aires, had this to 
say with respect to the Smathers amendment: 

“During the last year, a special regional fund authorized by the Congress of the 
United States was the source of grants amounting to 2 miliion pesos to the Organi- 
zation of American States for malaria eradication and for improved research 
facilities at the Inter-American Institute of Agricultural Sciences in Costa Iica. 
This fund was also the source of loans totaling nearly 13 million pesos to 7 countries 
for projects in the fields of education, health, and sanitation, and land settlement. 

“All of these are encouraging developments.” 

There is one other point of interest that in connection with the loan which was 
made to Costa Rica under the moneys appropriated for this purpose last year to be 
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utilized to rejuvenate the children’s hospital in San Jose (amount of loan was for $2 
million), a United States Embassy dispatch referred to the loan as follows: 

“It is doubtful whether it would have been possible to find any other cooperative 
project which would create more good will than this one.” 

A loan of $850,000, was made to Chile to help 7 Chilean universities establish 
a central library and equip their laboratories for the training of youth in the tech- 
nical and scientific field. The ICA mission in Chile considers the project “A 
brilliant opportunity of furthering good relations among the Chilean institutions of 
higher learning, the United States Government, and other agencies, thus helping 
to counteract the Marxist influence that has been in evidence in some Chilean 
universities.” 

It is significant to note that though $175 million is appropriated for special 
assistance authorized by section 400 (a) of the Mutual Security Act of 1954, as 
amended, chese moneys cannot be used for the Latin American economic develop- 
ment fund provided for under section 400 (b). In other words no moneys were 
appropriated either by the House Appropriations Committee or the House itself 
for this special Latin American regional fund. 


LATIN AMERICAN DEVELOPMENT PROGRAM 


Senator Hoiianp. On that, Mr. Chairman, I may say I have 
conferred with Mr. Saccio who is here and then Senator Smathers 
has likewise conferred with him and has assisted in the preparation of 
this statement and if there are any questions from any members of 
the committee about any of the details of this program, Mr. Saccio 
can answer them. 

I am told by him that the organization is very anxious to support 
the making of this particular appropriation that will meet the purposes 
of this particular section. 

Is that correct, Mr. Saccio? 

Mr. Saccro. That is correct. The Administration did not ask for 
either authorization or for this particular fund because it thought 
that the economic development loan fund would be available to Latin 
America. 

Since the authorization has been voted by the Congress, the 
Administration has stated that it could use these funds adequately 
and efficiently and make a substantial contribution to the program in 
Latin America. 

Senator Exritenper. Will you put the justification for it in the 
record because that is the complaint of the House, that there is no 
justification for it. 

Mr. Saccio. We have made a general statement for the benefit 
of this committee that the Administration is in favor of it. 

Senator EL.tenper. How would it be used? How would you 
program it? You usually do that in your justification. 

Mr. Saccto. This will be treated in the same fashion as the develop- 
ment loan fund. There is no advanced plenning. 

Senator ELtenpER. Will it be actually a loan? 

Mr. Saccto. Ninety percent is required to be in loans. 

Senator ELLeENDER. You mean in the authorization? 

Mr. Saccio. Yes, sir. 

PRIOR YEAR LOANS 


Senator Hotuanp. Mr. Saccio, is it not true that the 7 loans made 
last year, using about $13 million of the appropriation have all been 
for very fine purposes approved by your authorization and which 
you think have promoted greatly the good will generally between our 
country and Latin America? 
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Mr. Saccio, That is true. <A record of those projects is in the 
presentation books. 

Senator Russett. We might hope that all of these loans and 
grants we make everywhere would generate a great deal of good will. 
There i is one question I would like to ask. 

In view of the fact that these countries are all eligible for the 
principal loan fund, why is it necessary to increase this item from 
$15 million to $25 million at the time we are trying to bring down the 
total size of the bill? 

Mr. Saccio. I could not make any specific justification as to the 
amount. It is our position that the fund could be very adequately 
and efficiently used for the purposes stated in the authorizing legis- 
lation. 

If, as the authorization permits, these funds are available on a 
no-year basis they will be administered as carefully as the development 
loan fund itself. 

At the end of the fiscal year if we do not have the projects which 
are adequate and sound, the money will be available for further 
obligation in fiscal year 1959. 


DEVELOPMENT LOAN FUND 


Senator Russeiu. You did not get all the money for the develop- 
ment loan fund that you wanted? 

Mr. Saccio. We did not. The authorization is for $500 million 
and the appropriations for $300 million. 

Senator Russgeuu. If you get this $25 million additional, it would 
just take the pressure off that fund to that extent. It would obviate 
the effect of the reduction; would it not? 

Mr. Saccto. I should call attention to the language in both the 
report of the Foreign Relations Committee and the Foreign Affairs 
Committee which, in effect, states that the Smathers fund, as it has 
been called properly, shou! 'd not obviate applications to the develop- 
ment loan fund itself by Latin America. 

That is the policy stated by the Congress itself. 

Senator Russeiy. To make this $25 million or $15 million appro- 
priation or to increase the total development loan fund by that 
amount and leave it out 

Mr. Sacecto. I feel, sir, whether it is available in the Smathers’ 
fund or the development loan fund it will be available for the same 
general purposes, though we have not established the policy as yet 
and will be edministered in the same manner as far as long-term 
projects are concerned. 

Senator Russe.u. So it would not be material for the purposes of 
the administration of the fund if we saw fit to reduce the general loan 
fund by the amount that we might set up in the special fund for South 
America. 

QUESTIONS OF POLICY INVOLVED 


Mr. Saccio, Mr. Chairman, I would prefer that the State Depart- 
ment ms nake 1 a statement on that because there are certain questions of 
policy which are involved as to whether the money is in one fund or 
another. 

Senator ELueNnpER. In that connection, Mr. Chairman, may | 
quote the reason why the House struck it? Mr. Snow, who is 
Assistant Secretary of State stated: 

94737—57—_—-46 
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Mr. Snow. This year again, Senator * * *, and those who agree with him in 
the Senate, wish to make a special provision of funds for Latin American develop- 
ment. It is $25 million this year, I understand, and it has been put into the 
special assistance fund by the Senate. 


Our position in the State Department has been that we do not consider thig 
necessary. 

That is what prompted the House to take the action it did. 

Mr. PassmMan. What is that, sir? 


Mr. Snow. We did not consider it a necessary provision to make because the 
type of loan contemplated by the Senator, is also contemplated under the new 
development loan fund if that is approved. 


Mr. PassMAN. You do not think it is necessary for this committee to include the 


$25 million? You believe the program could be carried on satisfactorily without 
this particular increase? 


Mr. Snow. Yes, I believe so. 

I thought I would put that into the record at this point to indicate 
the reason why the House refused to put the $25 million in. 

Senator Hottanp. Mr. Chairman, I read that and I understand 
that. I strongly feel that the way that this committee can make it 
perfectly clear that we expect a substantial loan program in Latin 
America is to put in the appropriation that makes good this particular 
commitment in our authorization bill. 

We have special loans made to seven of the Latin American nations 
last year and each of the nations has very worthwhile programs. My 
understanding is that they have reacted wonderfully well under this. 

In fact, Mr. Anderson makes it one of his special point-of-pride 
items in the Rio de Janiero Conference and makes it rather clear that 
the administration has found this very useful. 

All I am interested in is having Latin America get a fair share in 
the program and I do not believe they will get it unless it is in this 
special form. 

Senator Russe. I have not been unfriendly to the Latin American 
angle of this program. I realize they have been complaining for years 
that we have overlooked them. 

But I do not propose to vote for $25 million here and take the 
pressure off the ordinary loan fund. I think we ought to consider 
this totally. 

Are there any further questions? 


DEVELOPMENT AND 





ASSISTANCE PROGRAM 





Senator ELLenpER. Mr. Murphy, I would like to address this ques- 
tion to you. About 4 years ago, because of a complaint from some 
of us, principally me, that the technical aid program was being con- 
verted into an economic aid program, the development assistance 
program was put into effect. Do you recall that? 

Mr. Murpny. Yes, sir. 

Senator ELLenpmR. You have in the pipeline for development assist- 
ance $317,$51,000. Is all of that obligated? 

Mr. Murpuy. No, sic. Fifty-two million dollars is unobligated as 
of June 30 and has been reappropriated by the House for three 
countries where projects are virtually ready to be signed. 


AFGHANISTAN PROJECT 


Senator EttenpEerR. How much of that money, if any, will be used 
on the project known as the Helmand Valley project in Afghanistan? 
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Mr. Murpny. I do not know, sir. I would be glad to check it if 
there is any specific provision included for that project. 
(The information referred to follows:) 


The following information is supplied in response to Senator Ellender’s question 
addressed to Mr. Murphy in the hearings before the Senate Appropriations Com- 
mittee on August 21: 

Although ICA has no consolidated Helmand Valley project, assistance has been 
provided to a number of activities which focused on the development of the 
resources of the Helmand Valley and the augmentation of the benefits derived 
from large-scale investment by the Government of Afghanistan, assisted by 
Export-Import Bank loans, in the Helmand Valley. 

As of June 30, 1957, ICA was participating in 6 technical cooperation projects 
in the Helmand Valley and in 5 closely related projects which derived the United 
States portion of their funding from development assistance. Unexpended 
obligations for these projects at the end of fiscal year 1957 totaled $3,541,000, of 
which $3,336,000 was in development assistance and $175,000 in technical co- 
operation projects. The list of projects is as follows: 

Development assistance: 
Helmand Canal operation and maintenance $416, 000 
Helmand land development 500, 000 
Helmand irrigation surveys and construction 1, 700, 000 
Helmand electric power, Kandahar 550, 000 
Helmand Valley Authority development operations 200, 000 


RIS Gln nec nee gu nan acensennnckenn nek oe 3, 336, 000 


Technical cooperation: 
Helmand Canal operation and maintenance 42, 000 
Helmand surface and ground-water investigation 33, 000 
Arghandab irrigation survey 3, 000 
Helmand agricultural development 9, 000 
Helmand rural development 4, 000 
Helmand Valley Authority development operations_____....-_- 84, 000 


BP OOOO eis, os. 5. can weiw'or hist vn eect is EU atc atidete same, ae 175, 000 


Grand total 3, ‘Bal, 000 


The fiscal year 1958 program includes only one project in the Helmand Valley 
sector as such—a continuation of the surface and ground-water investigation 
listed above. $44,000 is proposed for this continuing activity. In addition, the 
national agricultural research and development project, for which $476,000 is re- 
quested, will include operations in the Helmand sector. While the exact amount 
required for operations in the Helmand area cannot be determined precisely at 
this time, we estimate the required amount to be about $130,000, 


TECHNICAL ASSISTANCE PIPELINE 


Senator ELLenpER. Since the technical assistance program was 
established 3 or 4 years ago to furnish technicians, why is it that in 
this program you have in the pipeline as much as $173,813,000? 

Mr. Murpnuy. The reasons are two, sir: First of all, the figure you 
quote is the total unexpended balance for technical assistance and 
includes the multilateral programs of the United Nations and the 
Organization of American States. 

Senator ELLENDER. Will you break that down for us? 

Mr. Murpny. Yes, sir. $8,750,000 of the balance is related to 
those 2 programs and that is expended as the year proceeds for con- 
tributions to those programs that are run on a calendar-year basis. 

The rest is the bilateral program of the United States with other 
countries and the total is $165 million of that amount. $12 million 
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was unobligated and was reappropriated by the House. The effective 
pipeline therefore is $153 million. 

Senator ELtenpER. Why is it, since this is to furnish training and 
technicians, that you have an accumulation or carryover? 

Mr. Murpny. Just as the Department of Defense has indicated in 
its presentation this morning, we in ICA have, in the technical 
assistance area, programing and negotiations problems with other 
countries. 

Senator Ettenper. To furnish technicians? 

Mr. Murpuy. Specific agreement as to which projects and what 
amounts any assistance afforded by the United States will be used in 
those countries. 

Senator Ettenper. Mr. Murphy, it appears that ICA is changing 
the purpose of technical assistance. 


PROBABLE NEED FOR PROGRAM REFINANCING 


Mr. Murpuy. No, sir. Here we are practically at the end of 
August without our 1958 money and it may be September before we 
have it. There is a danger that it might be something less than the 
executive branch requested, which would call for program refinement, 
which was the case last year. 

Last year it was a $17 million cut and it took us a couple of months 
to go through and figure out where, in the light of the reduced program, 
the resources would be placed country by country. 

At that point we are ready to sit down with the nationals of the 
other governments, November or December, to get down to specifics 
of how this money is going to be used in the various countries. 

3y March or April, if we are fortunate we have reached agreements 
and entered into obligations with them to carry out the programs 
agreed upon. 

Only at that point, can we start to hire technicians, to screen train- 
ees, to set. up courses in the universities in the United States for these 
trainees to attend for training, to develop specifications and procure 
equipment and supplies that are necessary in the demonstration 
projec ts. 

The result is that to all intents and purposes, except for the cost of 
technicians already on the payroll as the year opens, the total expendi- 
tures for a given year’s technical assistance program will occur in the 
second year. 

If you are carrying a program of $125 million a year, it is not 
abnormal to have $150 million of those funds unexpended at the 
close of the year. 

USE OF FUNDS FOR CONTRACTS 


Senator ErteENDER. Then these funds are to be used in order to 
carry out contracts with universities or to pay for trained technicians 
that are to be sent into the countries according to the agreement 
concluded. 

Mr. Murpny. Yes, sir; the latter only insofar as the technicians 
are under contract with the private firms, like universities. 


RECRUITMENT PROBLEMS 


Senator ELLeNpeR. Are you having difficulty in obtaining tech- 
nicians? 
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Mr. Mureuy. It has been spotty. 

Senator ELtenpeER. Is that not the reason why some of these 
programs have been delayed and is it not the reason you have such 
an accumulation? 

Mr. Murpuy. No, I don’t think it is a fair reason to cite, Senator. 
I will explain why: 

We have been very careful not to allow what we call advance 
obligations of funds for technicians costs where the United States 
hires those personnel. We insist that those people must be paid 
out of the money currently appropriated for the year in which they 
work. 

So if you take this $165 million, subtract from it. the unobligated 
portion which the House has reappropriated, and arrive at the obli- 
gated portion of the $153 million, | guarantee you will find nothing in 
that $153 million for the payment of United States employed 
technicians for fiscal year 1958. 

All such payments will be made from the new fiscal 1958 money. 

Senator ELLENDER. I am talking about this accumulation. I have 
on page 1065 of the House hearings this answer to Mr. Scott. Con- 
gressman Gary propounded this question: 

Mr. Gary. Are you having any difficulty now in getting a sufficient number 
of technicians to handle the technical-assistance program? 

Mr. Scott. Yes, sir. We do have continual difficulty in keeping technicians, 
Requests from other governments have to be considerably reduced on the basis 
of our inability to get the technicians that would be required. 

Mr. Murpuy. I was about to say a few minutes ago, sir, the per- 
formance is spotty. You take the field of public health and it is 
virtually impossible for us to get additional public-health doctors and 
nurses, 

We really have to scour the countryside to find them. If you take 
another field, agricultural extension workers, for example, we have 
no difficulty. 

So while we have difficuity and Mr. Scott’s answer is correct, I 
think it would be unfair to conclude that the difficulty is across the 
board. It varies from technical ability to technical ability. 

Senator ELLeNpeER. Since you do have some difficulty obtaining 
technicians and since you have this enormous amount on hand, could 
you not do a good job with the amount suggested by the House? 

Mr. Murpuy. I would say the amount suggested by the House 
overlooks the fact that there are two countries in Europe that were 
financed with defense support last year which are proposed to be 
financed from technical assistance this year. 

Senator ELLENDER. Why was that change made? 


AID TO SPAIN AND YUGOSLAVIA 


Mr. Murpuy. It is because the type of program in the two countries 
involved, namely, Spain and Yugoslavia, fits very closely the defini- 
tion of technical cooperation contained in this authorization. 

We thought it would be appropriate to finance the same type pro- 
gram from the same type funds on a worldwide basis. Unfortunately, 
the House, in arriving at their figure used the obligations that were 
incurred in fiscal 1957 under the technical assistance appropriation and 
appears to have failed to allow for the obligations in Spain and 
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Yugoslavia that were under the defense support appropriation last 
year. 


Senator ELLeENpER. What did that amount to? 


EXPANSION OF PROGRAM 


Mr. Murpeuy. That amounted to $2% million. In addition I am 
afraid the House may have overlooked the fact that it is contemplated 
that we would have additional program requirements in 1958 in some 
new countries. 

Senator ELLENDER. You mean to expand again? 

Mr. Murpuy. The expansion is modest and would account for 
maybe $10 million. The balance would be for new programs in such 
countries as Tunisia, Morocco, Argentina. 

Senator ELLeNpeER. That is all, Mr. Chairman. 


RESTRICTIONS IN GERMAN TREATY 


Senator Dirxsen. Mr. Chairman, since this question may arise 
again in debate or committee, I thought perhaps it ought to be 
resolved with respect to Germany. So I[ sent for the treaty. 

I notice that there are actually two basic categories spelled out here. 
There seems to be an absolute interdiction in the treaty on the manu- 
facture of atomic and chemical and biological weapons. 

That seems to be absolute. Then, in addition, there seems to be an 
absolute interdiction on long-range missiles, zuided missiles, influence 
mines, bomber aircraft for strategic purposes, and warships with the 
exception of small ships for defense purposes which are of low dis- 
placement. 

Then, there is a third category in an X-4 of the treaty which is 
called lists of types of armament to be controlled. That control 
cannot be released except by the unanimous action of the signatories 
to the treaty. 

So we could not do it alone. We would have to get the concurrence 
of the Netherlands, the United Kingdom, Italy, France, Belgium, and 
ourselves to do it. 

There, under the types to be controlled, you have a variety of guns, 
howitzers, mortars, self-propelled missiles, armored fighting vehicles, 
and so forth. 

There is definitely both an interdiction on certain types and there 
is complete control on other types that can be modified only by the 
unanimous decision of the countries that signed the treaty. 

Senator Russexu. I thought there was a treaty of that kind. 

Senator Dirksen. Since it will arise, I think that statement ought 
to be made for the record. 


TRIBUTE TO AGENCY WITNESSES 


Senator Russpeiyt. You have observed for a number of years, in 
government that the best and most efficient people were those who 
thought their program was most important and should have more 
money than any other. 

I am more convinced of it here this morning. I don’t seem to agree 
with all the conclusions and opinions that you gentlemen have ex- 
pressed, but I do want to express to you my appreciation for your 
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eat helpfulness to the committee in clarifying a number of very 
sa and hazy features about this controversial foreign aid. 

I think all of you have made excellent witnesses. We, naturally, 
expect you to be advocates. But in the factual matter you have 
brought to the committee, you have been extremely helpful to us. 

On behalf of the committee I want to thank all of you for your pres- 
entations. More power to you, but just a little more attention to 
economy as you exercise these very fine qualities and abilities that you 
demonstrate here. 

If you use about half of your enthusiasm in that field, I could make a 
25-minute oration extolling your virtues. 

Senator Dirksen. I want to concur in what you said. I think you 
will agree that the grasp and knowledge these gentlemen have dis- 
played of the details of the whole program is evidence of the devotion 
to their work and a devotion to a public cause. 

I have saluted them all before and I resalute them for what I think 
has been an exceptionally fine job. 

Senator ELtenpER. I want to especially commend Mr. Murphy 
for the knowledge of the various programs he has at his fingertips. 

Senator Russetu. Yes; and also Colonel Critz shows great famili- 
arity with the military aspects of the program. 

Senator ELLenpreR. However, I would like to suggest to Mr. 
Murphy, that he visit the various countries and see how these programs 
are working and then come back and see if he is as enthusiastic about 
them as he is at the moment. 

Senator Russeuu. I do not think we can solve that here. 

We do thank you. 





LETTER FROM SENATOR MANSFIELD 


A letter received from Senator Mansfield regarding United States 
contributions to the United Nations technical assistance program 
will be included in the record. 

(The letter referred to follows:) 


UNITED States SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 
August 19, 1957. 
Hon. Cart HAYDEN, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 


Dear Senator Haypen: I eall your attention to a proviso in H. R. 9302, the 
Mutual Security Appropriation Act, which would limit United States contribu- 
tions to the United Nations expanded program of technical assistance in calendar 
year 1958 to 33.33 percent of the total. 

A similar proviso was contained in last year’s Mutual Security Act. In its 
unanimous final report (S. Rept. 139, March 12, 1957), the Subcommittee on 
Technical Assistance Programs of the Committee on Foreign Relations, of which 
I was chairman, recommended that this proviso be reconsidered on the ground 
that it would result in too precipitous reduction of the United States contribution 
with adverse effects upon the U. N. program. This recommendation was the 
result of a study covering more than 2% years. 

In its action on the mutual security authorization bill this year, the Foreign 
Relations Committee gave careful attention to the problem of the percentage of 
the United States contribution to the U. N. technical assistance program. You 
will recall that when the U. N. program was instituted in 1950, the United States 
contributed 60 percent of its total budget. This contribution has been gradually 
reduced in the intervening years and will amount to about 49 percent of the total 
in 1957. I think it is fair to say that in the Foreign Relations Committee, there 
was a unanimous desire to reduce still further the percentage of the United States 




















































































































































726 MUTUAL SECURITY APPROPRIATIONS, 1958 


contribution and to reach the level of 33.33 percent. However, as the committee 
pointed out in its report on the Mutual Security Act (8S. Rept. 417, June 7, 1957, 
p. 14), “to make the change in 1 year would be so drastic as to disrupt se riously 
the operation of the U. N. program and jeopardize the leading role the United 
States has assumed in these activities in less-developed nations of the world.” 
After considering several different formulas which would insure continued, but 
more gradual reduction of the United States percentage contribution, the Foreign 
Relations Committee agreed to a proposal by Senator Knowland under which the 
percentage contribution would be 45 percent in 1958, 38 percent in 1959, and 
33.33 percent in 1960. This is the formula which is now in the authorizing act, 
A great deal of careful study has gone into this matter, and I hope that your 
committee will give its sympathetic consideration to striking out the House 
proviso so that the formula of the authorizing act may be brought into operation, 


I am sending copies of this letter to Senator Lyndon Johnson and to Senator 
Knowland. 


Sincerely, 
MIKE MANSFIELD, 
The committee will stand in recess. 


(Whereupon at 12:55 p. m., Wednesday, August 21, 1957, the 
hearing was adjourned.) 
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